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DISPOSITION OF CERTAIN BENEFITS IN THE CASE OF 
INCOMPETENT VETERANS 


WEDNESDAY, APRIL 8, 1959 


Hovst or REPRESENTATIVES, 
SpeciaL SUBCOMMITTEE OF THE 
ComMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to notice, in room 356, 
Old House Office Building, Hon. Erwin Mitchell (chairman of the 
subcommittee) presiding. 

Mr. Mrrcuety. The subcommittee will be in order. 

We are meeting this morning to consider the bills H.R. 4301 and 
H.R. 4302, introduced by the chairman of the full committee, Mr. 
Teague. Both of these bills had as their general purpose the es- 
tablishment of controls establishing gratuitous benefits by the Vet- 
erans’ Administration. 

These proposals would restrict the class of beneficiaries and bar 
—o. to people not equitably entitled to such funds. 

his subject arises based on an investigation made during the 84th 
Congress when it was determined that substantial estates were be- 
ing paid to distant relatives of incompetent veterans. In many 
instances these relatives had not seen or had any contact with the 
veteran for many years. 

Further, in ail ito many cases payments were being made to distant 
relatives who are residing abroad and who, in some cases, had never 
known the veteran. 

H.R. 10478 to control these estates was passed by the House in the 
84th Congress, but failed of approval in the Senate.. Further effort 
to correct this situation came with the introduction of the bill, H.R. 
72. This bill was reported by this committee in the 85th Congress 
and after debate was recommitted to the committee on July 12, 1957. 

The measures before us today are different in form and in sub- 
stance from H.R. 72. 

Without objection I will insert in the record at this point the text 
of the bills together with the committee reports thereon from the 
Veterans’ Administration and the Bureau of the Budget as well 
as some examples derived from the studies of the 84th Congress to 
which I have alluded. 
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(The documents referred to follows :) 


COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


"Washington 25, D.0., March | 13, 1959. 
Hon. Orin E. Teacur, 


Chairman, Committee on Veteran's Affairs, 
House of Representatives, Washington 25, D.C. 


Dear Mr. CHAIRMAN: The following comments are furnished pursuant to 
your request for a report by the Veterans’ Administration on H.R. 4301 and 
H.R. 4302, 86th Congress, .This one report is directed to both bills because they 
represent somewhat different approaches to the same problem. 

The general purpose of these bills is to establish controls against payment of 
substantial amounts upon the death of a mentally incompetent veteran repre- 
senting gratuitous benefits paid by the Veterans’ Administration to persons not 
regarded as equitably entitled to these funds. 

Among other things, both bills contain provision affecting personal funds 
of patients, which are Treasury deposit accounts held by Veterans’ Administra- 
tion hospital managers and in certain cases regional office managers. They 
provide that upon death of a mentally incompetent veteran all gratuitous bene- 
fits deposited before or after enactment of the amendments in the personal funds 
of patients trust fund shall be paid as provided for payments under section 
3208(a)(2) of title 38, United States Code. At present, such amounts in per- 
sonal funds of patients at the time of the death of the incompetent hospitalized 
veteran are disposed of as a part of his estate and, in some instances, would 
therefore be payable to remote heirs. 

The effect of the amendment is to limit the disposition of such funds in 
personal funds of patients to the following persons in the specified order of 
preference: First, to the spouse; second, if no spouse, to the children; third, 
if no spouse or child, to the father and mother or the surviving father or mother ; 
fourth, if there is none of the foregoing, then to the brothers and sisters. In 
the absence of these classes, no payments would be made except an amount neces- 
sary to reimburse the person who bore the expenses of last sickness or burial. 

As indicated in our report of June 23, 1958, on H.R. 12928, 85th Congress, 
which contained a similar provision, we would not object to the enactment of 
these limitations on disposition of personal funds of patients. We should note, 
as in our prior report, that since the bills cover amounts deposited both before 
and after the amendments in personal funds of patients, there will be problems 
of identifying amounts now in these accounts which directly derive from 
Veterans’ Administration deposits of gratuitous benefits, as distinguished from 
nongratuitous benefits and deposits from outside sources. 

Further, these accounts are administered as trust funds and are so charac- 
terized by statute.. It is quite possible that the validity of the provisions re- 
quiring a new method of disposing of these funds which accumulated prior 
to the amendment may be challenged in the courts by collateral heirs at some 
future time. We would suppose, however, that there is less likelihood of wide- 
spread attempts to invalidate this procedure than would be the case if a like 
provision were made with respect to funds which have passed from the: Vet- 
erans’ Administration to guardians if similarly made retroactive. 

Other provisions of H.R. 4301 would require that all funds in the hands of 
a guardian or other fiduciary which are derived from gratuitous benefits paid 
on or after the date of enactment of the amendment would be returned by the 
personal representative of the deceased incompetent veteran to the Veterans’ 
Administration. This would be subject to satisfaction by the personal repre- 
sentative of the claims of creditors and the expenses of administration to the 
extent that other assets are insufficient. The Administrator would then pay 
these reverted funds to the same line of beneficiaries specified by reference 
in the amendments relating to personal funds of patients, and any remaining 
balance would be deposited to the credit of the applicable current appropriation. 

As pointed out in our prior report on H.R. 12928 containing similar provisions, 
this procedure would result in final retention by the Government in the ap- 
plicable appropriation of the reverted funds in relatively few instances. This is 
true because it is probable that in the great majority of cases there will be 
a brother or sister, if not a wife, child, or parent, any of whom would qualify 
as a beneficiary under the bill. As indicated in our prior report, we seriously 
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doubt that this general recapture method is justified by the very limited area 
in which the bill would operate to prevent payments to collateral heirs. It 
would be essential to the success of the plan that fiduciaries maintain separate 
records concerning the receipt and use of gratuitous benefits as distinguished 
from other assets of the veteran’s estate. This will produce difficulties in obtain- 
ing the complete cooperation of guardians and others in maintaining the 
necessary records over long periods of time. 

The Administrator would be required to dispose of funds in every case 
unless they were reserved for creditors and expense of administration, and to 
make determinations concerning eligible beneficiaries aswell as payments to 
them. It would probably turn out that only in a minor number of cases will 
the funds finally revert to the applicable appropriation from which.they are 
initially paid. Further, we can anticipate that State courts would be inclined to 
direct that gratuitous benefits be used for the support of the veteran and his 
family during his lifetime and that nongratuitous benefits or other assets he 
conserved and invesed. This would tend to reduce the amount of gratuitous 
benefits which would remain in the hands of fiduciaries and revert to the 
Administrator upon the veteran’s death. 

As recommended in our report on H.R. 12928, we believe that the most desir- 
able way of meeting this problem would be through establishing additional 
statutory controls to prevent the building up of large estates through benefits 
paid during the lifetime of the incompetent veteran. Advance controls would 
avoid the administrative and other difficulties incident to any recapture pro- 
pose after the funds have passed beyond the immediate control of the Federal 

vernment. 

H.R. 4302, in addition to the provisions limiting disposition of personal funds 
of patients, follows this general approach of applying controls against large 
accumulations of benefits during the incompetent veteran’s lifetime. It does not 
include the recapture provision as to payments made to guardians and similar 
fiduciaries. We therefore favor the general pattern of H.R. 4302, subject to some 
suggestions. The following comments deal with specifics of the bill: 

(1) As suggested in our prior report, section 2 would extend the $1,500 
limitation of the present law to situations in which the veteran is being furnished 
hospital or other institutional care in Federal institutions other than those of 
VA or in State and similar public institutions. This control now applies only to 
incompetent veterans without wife, child, or dependent parent who are being 
furnished such care by the Veterans’ Administration, Briefly, it requires dis- 
continuance of further payments of pension, compensation, or emergency officers’ 
retirement pay if the veteran’s estate from any source equals or exceeds $1,500 
and until it has been reduced to $500. 

(2) However, section 2 of the bill (lines 15 through 20, p. 2) contains an addi- 
tional control for application to other public institutions which is now limited 
to cases in which the Veterans’ Administration ‘is furnishing care. ‘This is the 
provision that if the incompetent veteran is without dependents his pension, 
compensation, or retirement pay shall be reduced by one-half (but not below 
$30 per month) after the first 6 months of care. This specific item was not 
suggested by us in the previous report, and we doubt that it would accomplish 
results commensurate with the actions which would be required to implement it. 
In many instances, a large part of the benefits will be applied to payment for 
the veteran’s maintenance in a State or similar institution and the authority to 
continue this practice, notwithstanding the new limitations on payments, is con- 
tinued in the bill. Thus, it may be assumed that in most instances a large part, 
if not all, of the one-half withheld would be used to pay the institution. Further, 
the $1,500 ceiling would apply to amounts paid the veteran in any event and 
until that ceiling is reached the requirement to withhold one-half of the benefit 
would have little practical effect. We suggest that the committee seriously 
consider recasting section 2 of the bill so that the requirement for withholding 
one-half of the benefit after the first 6 months of care will not apply except, as 
at present, where the Veterans’ Administration is furnishing the care. 

(3) Paragraph (2) on page 3 of the bill is apparently intended to assure that 
any part or all of the amount of the benefit which is discontinued by reason of 
the $1,500 ceiling, or by reason of the one-half withholding, may be used for 
payment on account of the yeteran of proper charges made by the State or 
similar institution. This is certainly a sound provision and will affect many 
cases, to the protection of the welfare of the veteran and the public institution. 
To make it clear that this shall not deprive the veteran of amounts necessary 
for his own comfort and use, we suggest that there be inserted in line 9 on page 
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3 after “payment” the words “, out of amounts withheld or discontinued under 
such subparagraphs,”’. 

The bill (sec. 3) also contains the other type of advance control on accumu- 
lations of benefits which was suggested by the Veterans’ Administration in the 
report on H.R. 12928. The proposed section 3204, added to chapter 55 of title 
38, would provide that if the estate of any incompetent veteran being adminis- 
tered by a court-appointed fiduciary equals or exceeds an unspecified amount, 
further payments of gratuitous benefits shall not be made until the estate is 
reduced to an unspecified amount. The amount which would be payable but 
for this limitation would be paid in a lump sum to the veteran after 6 months 
following a finding of competency, but if he died no part thereof would be payable 
to any person. 

Although this limitation would include a veteran hospitalized in a public in- 
stitution, it seems primarily directed to situations in which the incompetent 
veteran is either not hospitalized or is receiving hospitalization in a private insti- 
tution. Particularly in such cases where there are no immediate dependents, 
it is quite possible for the veteran’s estate to be built up over a period of years 
to a large amount from the payment of VA benefits which upon his death would 
go to remote heirs under the State laws of descent and distribution. The bill 
leaves blank the amount of the ceiling, as well as of the floor setting the limits 
within which these accumulations could permissibly operate. Obviously, both 
the upper and lower limits would have to be substantially above the $1,500 ceil- 
ing which applies in the case of a veteran without dependents who is being 
furnished care at public expense. If, however, these limits were set at reason- 
able levels which would assure that the veteran’s needs were adequately recog- 
nized but did not permit the building up of large and unnecessary reserves, they 
would serve the purpose both of protecting the veteran’s interests and preclud- 
ing the passage upon his death of excessive amounts derived from gratuitous 
benefits to persons toward whom the Government has no established obligation. 

After careful analysis, we have concluded that it might be best to limit this 
provision to cases in which the veteran has no wife, child, or dependent parent. 
This is the type of case to which the controls are directed while the veteran is 


furnished hospital care in a public institution. It will happen, of course, that. 


in a few instances considerable amounts derived from benefits will build up in 
the veteran’s estate even though he has a dependent, such as a dependent parent, 
for whom some provision is being made. However, the more typical case would 
appear to be that in which there would not be excessively large accumulations 
so long as one of the three types of dependents exists, and, of course, upon the 
death of the last remaining dependent this limitation would in any event begin 
to operate. 

If it is geared only to incompetent veterans without such dependents, both 
the maximum and the minimum limitations within which payments of benefits 
could continue might well be set at moderate levels without jeopardizing the 
interests of the veteran. On the other hand, if the bill is to remain applicable, 
as drafted, to veterans with a family status as well as those without depend- 
ents, it would be necessary for the protection of the family unit to set these 
limits at considerably higher levels. 

In any event, we now feel that if this is to be kept on the broader basis, 
applicable to all cases of incompetent veterans, it should not be restricted to 
those in which the estate is being administered by “court-appointed fiduciaries. 
This restriction would permit larger accumulations in some instances of veter- 
ans with dependents who have no court-appointed fiduciary. An example is 
that of a veteran with a dependent parent who is being furnished hospital care 
in a public institution, who has no guaridan, and whose benefits, other than 
those apportioned to the parent, are deposited in personal funds of patients. 
Over a long period, this procedure might result in building up a very large 
amount which would be payable to the dependent parent, in the case supposed, 
or to a brother or sister if the parent does not survive. 

Since the question of precisely what group of incompetent veterans this pro- 
vision should encompass bears directly on the amounts to be used in setting the 
maximum and minimum dollar limitations, we refrain from suggesting precisely. 
what those limits should be at this time. We recommend that the committee 
carefully consider revising this provision in the light of our comments, prefer- 
ably by limiting its effect to incompetent veterans without dependents. 

We do not have sufficient information for determining the number of incom- 
petent veterans who will die in the future under circumstances in which either 
of these bills would have a definite impact. The circumstances are so variable, 
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including the presence or absence of qualifying beneficiaries at the death of the 
yeteran, that we cannot accurately foretell the extent to which either of the 
pills would prevent payments derived from VA benefits to persons not justly 
entitled to them. For-these reasons, it is not feasible to estimate the recoveries 
by the Government either from personal funds of patients or, under H.R. 4301, 
from amounts returned by personal representatives in future death cases. There 
is presently in the personal funds of patients accounts an aggregate exceeding 
$65 million, the major portion of which is probably composed of the proceeds of 
gratuitous benefits and out of which an indeterminate amount would revert to 
the Government under the bill. While the advance controls proposed by H.R. 
4302 should have appreciable effects in carrying out the purposes of the bill, 
it is not possible to indicate at this time the extent to which final dispositions of 
benefits will be diminished by them. 

The Veterans’ Administration strongly favors the principle that large accum- 
ulations of gratuitous Government benefits in the hands of mentally incom- 
petent veterans should not be passed to persons who have no equitable claim to 
these benefits. For the reasons stated, we are unable to recommend the provi- 
sions in H.R. 4301 for the recapture of funds from private fiduciaries, but we 
do recommend favorable consideration of H.R. 4302, subject to the suggestions 
set forth in this report. 

Advice has been received from the Bureau of the Budget that there would 
be no objection to the submission of this report to the committee. 


Sincerely yours, 
SumyNer G. WHITTIER, 
Administrator. 


[No. 11] 


COMMITTEE ON VETERANS’ AFFAIRS, HOUSE 
OF REPRESENTATIVES 


Executive OF THE PRESIDENT, 
Bureau or THE Bupeer, 
Washington, D.C., March 24, 1959. 
Hon. E. Traeur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuairman: This will acknowledge your letter of 
February 20, 1959, inviting the Bureau of the Budget to give its views 
on the provisions of H.R. 4301, H.R. 4302, and H.R. 265. 

H.R. 4301 would provide that gratuitous benefit payments in the 


personal funds held by a Veterans’ Administration hospital or office 


manager for an incompetent veteran may be paid at his death only 
to his spouse, children, parents, or brothers or sisters, or returned to 
the benefit appropriation. In addition, it would provide that gratui- 
tous benefits held by the fiduciary of a deceased incompetent veteran 
must be returned to the Veterans’ Administration and distributed to 
the same line of beneficaries as above, with any balance reverti 
to the appropriation. The Bureau of the Budget believes that the 
proposed restrictions on the disposition of these benefit estates would 
constitute a needed improvement in the veterans’ benefit programs. 
We question the advisability of including nondependent parents and 
brothers and sisters in the line of beneficiaries, but are otherwise in 
concurrence with the provisions of the bill. 

H.R. 4302 would also restrict the disposition of benefit payments 
in the personal funds of incompetent patients; and, in addition, it 
would provide a means of limiting the accumulation of benefit estates 
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by incompetent veterans. The latter approach would be directed to 
the more fundamental estate problem. We believe this bill is ‘sound 
in providing for estate limitation for institutionalized incompetent 
veterans in non-Veterans’ Administration facilities, with or without 
dependents. Depending on the cutoff levels which may later be deter- 
mined, it might be advisable to set different levels for cases with and 
without dependents so that the ceiling would be meaningful for each 


category. 

The draft legislation concerning pension benefits which the Veter- 
ans’ Administration is preparing to submit to the Congress, while not 
directed specifically to the accumulation of estates, will have a bearing 
on this ehioat ar will complement the effect of H.R. 4302. _ 

This report on H.R. 4301 and H.R. 4302 is being expedited in 
accordance with the informa] request of your staff. An additional 
report on H.R. 265 will be submitted within a few days. 

Sincerely yours, 
Puiu S. Hues, 
Assistant Director for Legislative Reference. 


[ H.R. 4301, 86th Cong., 1st sess.] 


A BILL To amend section 3202 of title 38, United States Code, to provide for the disposi- 
tion of certain benefits which are unpaid at the death of the intended beneficiary, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3202(d) of title 38, United States 
Code, is amended by adding at. the end thereof the following: “In the event of 
the death of a mentally incompetent or insane veteran, all gratuitous benefits 
under laws administered by the Veterans’ Administration deposited before or 
after the date of enactment of this sentence in the personal funds of patients 
trust fund on account of such veteran shall not be paid to the personal represen- 
tative of the veteran, but shall be paid in the same manner as is provided for 
payments under section 3203(a) (2) of this title, and if any balance remains, 
such balance shall be deposited to the credit of the applicable current 
appropriation.” 

Sec. 2. Section 3202(e) of title 38, United States Code, is amended by striking 
out “the beneficiary” the first time it appears and inserting in lieu thereof “a 
nonveteran beneficiary” . 

Sec. 3. Section 3202 of title 38, United States Code, is further amended (1) 
by redesignating subsections (f) and (g) thereof as subsections (g) and (h), 
respectively ; and (2) by inserting immediately after subsection (e) the following 
new subsection : 

““(f). Where any mentally incompetent or insane veteran dies— 

“(1) all funds in the hands of his guardian, curator, conservator, or 
person legally vested with his care or the care of his estate (hereafter in 
this subsection referred to as a ‘fiduciary’), derived from nongratuitous 
benefits paid under laws administered by the Veterans’ Administration, and 
from gratuitous benefits paid before the date of enactment of this paragraph 
under such. laws, which funds would escheat to the State wherein the veteran 
had his last legal residence, shall escheat to the United States and be re- 
turned by such fiduciary, or by the personal representative of the deceased 
veteran, less legal expenses of any administration necessary to determine 
that an escheat is in order, to the Veterans’ Administration, and shall be 
deposited to the credit of the applicable current appropriation; and 

“(2) all funds in the hands of a fiduciary derived from gratuitous benefits 
paid on or after the date of enactment of this paragraph under such laws 
shall be paid to the personal representative of the deceased beneficiary. 
Such funds shall revert and be returned by the personal representative to the 
Administrator, except that before making such return the personal repre- 
sentative shall satisfy the claims of creditors and the expenses incident to 
the administration of the estate of the deceased, to the extent that other 
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assets of the deceased veteran are insufficient. The Administrator shall then 
pay such funds in the same manner as is provided for payments under sec- 
tion 3203(a) (2), and if any balance remains, such balance shall be deposited 
to the credit of the applicable current appropriation.” 


(H.R. 4302, 86th Cong., 1st sess.) 


A BILL To amend chapter 55 — title 38, United States Code, to establish safeguards 
relative to the accumulation and final disposition of certain benefits in the estates of 
incompetent veterans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3202(d) of title 38, United States 
Code, is amended by adding at the end thereof the following sentence: “In the 
event of the death of a mentally incompetent or insane veteran, all gratuitous 
benefits under laws administered by the Veterans’ Administration deposited be- 
fore or after the date of enactment of this sentence in the personal funds of 
patients trust fund on account of such veteran shall not be paid to the personal 
representative of such veteran, but shall be paid in the same manner as is pro- 
vided for payments under section 3203(a) (2); and, if any balance remains, such 
balance shall be deposited to the credit of the applicable current appropriation.” 

Sec. 2. Section 3203(b) of title 38, United States Code, is amended by striking 
out paragraphs (1) and (2) and inserting in lieu thereof the following: 

“(1) Except as provided in paragraph (2), where any veteran having neither, 
wife, child, nor dependent parent is being furnished hospital treatment, institu- 
tional or domiciliary care without charge or otherwise by the United States, or 
any political subdivision thereof, and is rated by the Veterans’ Administration in. 
accordance with regulations as being incompetent by reason of mental illness— 

“(A) his pension, compensation, or retirement pay (including emergency 
officers’ retirement pay, but not including retired pay, where such treatment 
or care is ‘not furnished by the Veterans’ Administration) shall be subject 
to the reduction provisions of subsection (a) of this section; and 

“(B) where his estate derived from any source equals or exceeds $1,500 
further payments of such benefits (except retired pay, but including emer- 
gency officers’ retirement pay) shall not be made until his estate is reduced 
to $500. 

The amount which would be payable to the veteran but for subparagraphs (A) 
and (B) of this paragraph shall be paid to him in the same manner as is pro- 
vided for the lump sum in subsection (a) after the expiration of six months fol- 
lowing a finding of competency, but in the event of the veteran’s death no part 
thereof shall be payable to any person. 

“(2) Subparagraphs (A) and (B) of paragraph (1) shall not prevent the pay- 
ment on account of any veteran of so much of his pension, compensation, or re- 
tirement pay as equals the amount charged to the veteran for his care and main- 
tenance in the institution in which treatment or care is furnished him, but not 
more than the amount determined by the Administrator to be the proper charge 
as fixed by any applicable statute or valid administrative regulation.” 

Sec. 3. (a) Chapter 55 of title 38, United States Code, is amended (1) by 
redesignating section 3204 as section 3205, and (2) by inserting immediately 
after section 3203 the following new section : 


“$3204. miers onenally of estates of incompetent veterans on payment of 
nefits 


“Where the estate of any incompetent veteran derived from any source (not 
including property occupied by the veteran or his family as a home) being ad- 


ministered by a court-appointed fiduciary equals or exceeds $ , further pay- 
ments of gratuitous benefits under laws administered by the Veterans’ Adminis- 
tration shall not be made until the estate is reduced to $ . The amount 


which would be payable to the veteran but for the preceeding sentence shall be 
paid to him in a lump sum after the expiration of six months following a finding 
of competency, but in the event of the veteran’s death no part thereof shall be 
payable to any person.” 

(b) The table of sections at the head of chapter 55 of title 38, United States 
Code, is amended by striking out 
“3504. Administration of trust funds.” ' 
ane in lieu thereof the following : 


nerally of estates of incompetent veterans on payment of benefits, 
of trust funds. 
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ESTABLISHING CONTROLS TO PREVENT DISBURSEMENTS TO DIs. 
TANT RELATIVES OF ACCUMULATIONS OF GRATUITOUS PAYMENTS 
TO INCOMPETENT VETERANS 


H.R. 4301 and H.R. 4302 
PRINCIPAL PURPOSE OF THE BILLS 


The general purpose of these bills is to establish controls against payment 
of substantial amounts upon the death of a mentally incompetent veteran rep- 
resenting gratuitous benefits paid by the Veterans’ Administration to persons 
not regarded as equitably entitled to these funds, 

The bills would limit the disposition of such funds in personal funds of pa- 
tients to the following persons in the specified order of preference: First, to the 
spouse; second, if no spouse, to the children, third, if no spouse or child, to 
the father and mother or the surviving father or mother; fourth, if there is 
none of the foregoing, then to the brothers and sisters. In the absence of these 
classes, no payments would be made except an amount necessary to reimburse 
the person who bore the expenses of last sickness or burial. 


BACKGROUND OF THE BILLS 


Under the law as it presently operates, there exist a large number of estates 
which are being continually augmented by payments made on account of in- 
competent veterans. In many instances these estates have already reached a 
considerable magnitude. Preliminary information received indicates that these 
estates are building up in a fashion never contemplated by the Congress when 
it enacted section 21 of the World War Veterans’ Act, 1924, the provisions of 
law now contained in chapter 55, title 38, U.S. Code. Some years ago, 
the chairman addressed a letter to managers of all Veterans’ Administration 
neuropsychiatric hospitals, all 67 Veterans’ Administration regional offices, each 
of the 3 Veterans’ Administration district offices, and the central office in Wash- 
ington, D.C. The chairman also had a special inquiry made into five of the 
largest Veterans’ Administration neuropsychiatric hospitals concerning funds 
of patients and funds held by guardians of patients. 

Replies were received from the hospitals, district, and regional offices. Sam- 
ples of these replies, set forth in narrative accounts, are reproduced in appen- 
dix A. These replies are set forth verbatim as received by the committee and in- 
dicate that there are literally hundreds of cases—involving estates derived from 
compensation and pension amounting to thousands of dollars—which are held 
for incompetent veterans or other beneficiaries who have no close relatives. 
One such estate, for example, held for a veteran having no close relatives, 
amounted to over $250,000 at the time the report was received. 

A substantial number of these estates, with future increments thereto, will 
upon the death of the intended beneficiary, go to distant relatives who were 
never intended by the Congress to benefit from the program of benefits for vet- 
erans and their dependents. Jt might be worthy of note at this point that there 
has never been a program of gratuitous benefits for veterans or their de- 
pendents which has provided for benefits to be paid to distant relatives of the 
veterans. The programs have always been confined to the veterans themselves, 
and their immediate families. 

The Congress has dealt generously with veterans of this country from the 
time of the Revolution until the present date; however, this generosity has been 
directed toward the veterans themselves and their dependents. It has never 


-been the intent of the Congress that veterans’ benefits should be accumulated for 


the enrichment of uncles and aunts, nieces and nephews, cousins, and other more 
distant relatives who, in most instances, had very little to do with the bene- 
ficiary, and who were not affected by his service to the United States. 

It should be understood that the bills do not take from any person any prop- 
erty which he now owns. The bill does not provide that property of any person 
under legal disability shall be taken from him. If the beneficiary regains com- 
petency or attains majority, the accrued payments become his absolute property 
and are not affected by the bill. The bill does, in the case of future deaths, 
take from distant relatives of a veteran or other beneficiary, their present ex- 
pectancy of inheriting that part of the estate derived from gratuities paid by 
the United States. No right to receive the estate of a beneficiary vests before 
he beneficiary dies. It follows, then, that the bill does not take away the vested 
rights of any person but merely prevents his expectancy from ever vesting. 
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THe ATTITUDE OF THE CouRTS TOWARD VETERAN PENSIONS AND COMPENSATION 


Summaries and extracts from three Supreme Court decisions which the com- 
mittee finds particularly persuasive as indicating the attitude of the courts to- 
ward veteran pension and compensation are set forth below. 


UNITED STATES UV. HALL (U.S. 343) 


The guardian of a 16-year-old child embezzled pension paid to him on behalf 
of the child. When tried under a Federal law making such acts criminal, the 
accused claimed he could not be prosecuted under the Federal law because once 
the pension is paid to him the laws of the State apply and the Federal Govern- 
ment cannot regulate the activities of guardians appointed under State law. 

The Court dismissed these contentions, and in course of its opinion pointed out 
that Congress has often passed laws (@) prohibiting recipients from assigning 
their rights to pension, (b) exempting Federal pension from the claims of cred- 
itors even though this ran contrary to the State laws providing homestead 
exemptions, (c) prescribing the fees which pensioners may pay attorneys. 

The Court makes the following statements which would seem to be indicative: 

“Enactments of the kind [granting pensions], it is conceded, may be valid; 
and if so, it is difficult to see why Congress may not pass laws to protect the 
fund appropriated for such a beneficiary of the Government, certainly until it 
reaches his hands.” 

“Without more, these selections from the almost innumerable lists of acts 
passed granting pensions are sufficient to prove that throughout the whole period 
since the Constitution it has been the policy of Congress to enact such regulations 
as will secure to the beneficiaries of the pensions granted the exclusive use and 
benefit of the money appropriated and paid for that purpose.” 

“Pensioners of the kind are, in certain aspects, wards of ‘the United States.” 

“Enough appears in these references to the legislation of the Congress under 
the Constitution to show that throughout the entire period since its adoption 
it has been the unchallenged practice of the legislative department of the 
Government, with the sanction of every President, including the Father of the 
Country, to pass laws to prevent the diversion of pension money from inuring 
solely to the use and benefit of those to whom the pensions are granted.” 

“But the Court is unhesitatingly of a different opinion [than the defendant}, 
for several reasons: * * * 3. Because the word ‘guardian,’ as used in acts of 
Congress, is merely the designation of the person to whom the money granted 
may be paid for the use and benefit of the pensioners * * *. 6. Because the 
theory of the defendant that the act of Congress augments, lessens, or makes 
any change in respect to the duties of a guardian under State law is entirely 
erroneous * * *.” 

UNITED STATES 0, TELLER (107 U.S. 64) 


General Burnett claimed that having awarded him pension under a private 
act, Congress could not later cut him off. 

The Court states: 

“Tt was competent for Congress te pass this act. No pensioner has a vested 
legal right to his pension. Pensions are the bounty of the Government, which 
Congress has the right to give, withhold, distribute, or recall at its discretion.” 


ABBOTT. UV. MORGENTHAU (93 F. 2D 242) 


This case, though not directly in point, involves a statutory provision similar 
to the provisions of the bill. 

This statute amended the law which provided that unused balances of pension 
in the hands of the treasurer of a veterans’ home should be paid to the personal 
representative of.the pensioner when he dies. The amendment provided, as does 
the present bill, that such balances should be paid only to the spouse, child, or 
dependent parent, or, if there is none, then to the board of managers of the home. 
Though this provision applied retroactively, its validity was never questioned in 
a case involving retroactivity. However, in Abbott v. Morgenthau the Court had 
the case of a pensioner who died in a home and was not survived by a spouse, 
child, or dependent parent. The personal representatives of the pensioner con- 
tested the validity of this provision on the ground that the pensioner had not con- 
sented to it. The Court said: 

“[This] is a self-executing act—complete in itself and requiring neither consent 
or agreement to become operative. It was not, therefore, Felley’s consent that 
transferred the pension money to the home fund, but his presence in the home. 
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Congress said he could not enjoy both gratuities. It must be borne in ming that 
Felley had no vested interest or rights in the pension money, He had no vested 
legal right to a pension at all, for, as has been said time and time again, pensions 
are bounties which Congress has the right to give, to withhold, to distribute, or to 
recall, at its discretion [citing Walton, Administrator v. Cotton et al., 19 
How. 355; U.S. v. Hall, 98 U.S. 343; U.S. v. Tellér, 107 U.S. 64; Pennie v. Reis, 
132 U.S. 464 ; Frisbie v. U.S., 157 U.S. 160]. When, therefore, it is considered that 
Congress could annex whatever conditions it pleased, whenever it pleased, to the 
grant or the gratuity, it seems clear to us that it was competent for Congress 
to say, as it did say, that, if anyone enjoyed the benefits of the home and was 
still a member of the home at the time of his death, his accumulated pension 
money should be distributed in a particular manner. Indeed, the provision in the 
act for distribution of the balance to certain limited relatives of the deceased 
pensioner was itself but another gratuity, andsince, as we have pointed out, there 
is and can be do dissent from the proposition that Congress may give, withhold, 
distribute, or recall and change at will its gratuities, it seems beyond dispute that 
when it does so it is the duty of the courts to give effect to the congressional 
purpose. 


APPENDIX A 
Excerpts From Repiies or CHIEF ATTORNEYS 
INCOME FROM INVESTMENTS $1,100 ANNUALLY 


The veteran’s estate amounts to $45,761.60. It is derived entirely from com- 
pensation benefits and United States Government life insurance payments. Be- 
cause of the dependency of his mother, compensation benefits of $198.50 monthly 
were payable until her death on April 15, 1955. The insurance payments of 
$57.50 monthly continue. Approximately $100 annually is expended for the di- 
rect benefit of the veteran, although income from investments alone is in excess 
of $1,100 annually. : 

A brother or collaterals may eventually inherit this estate. . 
is a service-connected veteran of World War I who has been hos- 
pitalized by the Veterans’ Administration since his discharge from service. A 
committee was first appointed in 1918 and a sister, Mary Bond, is now acting 
as such. 

The veteran’s estate amounts to $27,064.63, and is derived entirely from com- 
pensation benefits and United States Government life insurance payments. Be- 
cause of the dependency of his mother, compensation benefits of $167.50 monthly 
were payable until her death on December 6, 1949. The insurance payments of 
$40.25 monthly continue. An average of less than $100 annually has been ex- 
pended for the direct benefit of the veteran. 

Surviving brothers and sisters or their descendants will eventually inherit a 
sizable estate derived entirely from Veterans’ Administration payments. 


$100,000 ESTATE—WORLD WAR II VETERAN 


As this veteran is only 36 years of age, it is possible that his estate may even- 
tually exceed $100,000, to be inherited by brothers and sisters, or their de- 
scendants. This situation is not unique and pertains to competent as well as to 
incompetent veterans. 
is a service-connected veteran of World War II who has been hos- 
pitalized at the Veterans’ Administration Hospital, , since August 6, 1948. 
The was appointed committee on March 19, 1951. 

The committee holds an estate of $8,362.92, consisting entirely of Veterans’ 
Administration compensation payments. Compensation of $216 monthly is cur- 
rently being paid because of the dependency of the veteran’s parents, which 
was established in 1951. As only $35 monthly is forwarded to the dependent 
parents in Greece and only $100 annually expended for the direct benefit of the 
veteran, income exceeds expenditures by more than $2,100 annually. As a 
result, a large estate will be accumulated before the deaths of the dependent 
parents. .This estate may eventually be inherited by the veteran’s brother or 
other collateral relatives. 


hospitalized at the Veterans’ Administration hospital, , Since 1936. 
——, was appointed committee on April 20, 1936. 


is a service-connected peacetime veteran who has been continuously » 


4 
a 
4 
| Novem 
benefit 
Upol 
sisters 
father 
Vetera 
ized b 
at the 
mittee 
The 
| guard 
Veter 
insur 
from 
who 
| estat 
Tt 
mitt 
folio 
VA 
| Unil 
the 
amc 
| Hei 
| lav 
Alt 
ist! 
1 
Th 
the 
tri 
| pe 
ce 
$1 
is 
k 
| _ le 
The 


~ 


CERTAIN BENEFITS FOR INCOMPETENT VETERANS 205 


The committee holds an estate of $22,667.46, consisting entirely of Veterans’ 
Administration compensation payments. Compensation of $124.40 monthly was 
paid only because of the dependency of the veteran’s father until his death on 
November 14, 1949. An average of $150 annually is disbursed for the direct 
benefit of the veteran, an amount less than the income from investments. 

Upon his death, the veteran’s estate will pass to his numerous brothers and 
sisters or their descendants; brothers and sisters whose failure to support their 
father resulted in the accumulation of a large estate, consisting exclusively of 
Veterans’ Administration benefits. 
is a service-connected veteran of World War I who has been hospital- 
ized by the Government since his discharge from service. He is now a patient 
at the Veterans’ Administration hospital, 4 is now acting as com- 
mittee, having succeeded the original committee appointed on April 14, 1919. 


DEPENDENT MOTHER IN RUSSIA 


The veteran had a dependent mother living in Russia, who was also under 
guardianship. She died January 1, 1936. Payments were suspended under 
Veterans Regulation No. 6(C) then in effect. At that time there was an estate 
of approximately $9,300. Disability insurance benefits (U.S. Government life 
insurance) at $26.99 per month continued payable together with the income 
from investments. Due to the relatively small requirements of the veteran, 
who remained a patient at the Veterans’ Administration hospital, , the 
estate continued to increase until the veteran’s death August 5, 1950. 


THREE NEPHEWS IN ITALY 


The veteran now deceased and file has been obsoleted. The following is sub- 
mitted based on recollection: Veteran hospitalized for many years, immediately 
following World War I. Guardian appointed at about time of hospitalization. 
VA entitlement 100 percent service-connected disability and $57.50 monthly 
United States Government life-insurance payments. Full amount of disability 
compensation entitlement was paid at all times from veteran’s initial hospitali- 
zation until his death during the past year by reason of the fact that his parents, 
living in Italy, were considered dependents, and, at time of death of the last 
surviving dependent parent, which preceded the veteran’s death by a short time, 
the veteran was not receiving hospitalization. At veteran’s death, his estate 
amounted to approximately $30,000 and consisted of almost, if not all, VA benefits. 
Heirs: Three nephews in Italy and one living in Michigan. 


BROTHERS IN SWEDEN 


, a World War I veteran, was under guardianship of 
lawyer, from June 25, 1923, and was a VA patient from the spaetnniale date 
of discharge from military service until the veteran died on March 11, 1955. 
Although disability-compensation benefits were suspended pursuant to then ex- 
isting legislation on June 30, 1933, $8,423.75 in benefits had been paid to the 
ere prior thereto. In addition the guardian received disability-insurance 

nefits of approximately $15,000 on the vetéran’s war-risk insurance policy. 
This sum, together with compensation benefits and earnings on both, brought 
the total estate to $38,270.69 at the time of death. These funds are being dis- 
tributed to brothers and sisters in Sweden and Finland. 


BENEFITS FOR GREEK CITIZENS 


(World War I).—Veteran hospitalized since June 4, 1925. Guardian ap- 
pointed November 9, 1921. VA entitlement service-connected disability 100 per- 
cent, Present value of estate, $24,305.74, all VA funds. Monthly payments, 
$198.50 continuing by reason of dependent mother residing in Greece. Mother 
is past 90 years of age. Potential heirs: Mother and possibly relatives un- 
known at present. Estate is accumulating by reason of the small requirements 
of veteran, which have been met over the past 10 years by an expenditure of 
less than $100 per year, average. Mother receives $100 per month per court 
order, which has been determined to be adequate for her needs. 
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SIX BROTHERS AND SISTERS BENEFIT | 


is presently 62 years of age and single. He is a patient at the Veterans’ 
Administration hospital at , and has been continuously since 1927. He 
is 100 percent service connected for dementia praecox and has been so rated 
since his discharge from the Navy after World War I (on March 4, 1919). This 
veteran’s benefits have been stopped since approximately 1931, due to his estate 
being over $3,000 and no dependents. The father died in the early 1920’s and the 
mother was never shown to be dependent and would be presently, if known to be 
living, 88 years of age. There is no record of her death. The veteran’s estate 
at present, according to the guardian’s last accounting, is $51,980.40 and the 
guardian still receives war-risk insurance benefits at the rate of $57.50 per 
month. There were six brothers and sisters, who apparently would be the only 
heirs, and there are no apparent dependents. 


POLISH BENEFICIARIES 


is a World War I veteran, who has been rated 100 percent service con- 
nected since his discharge from World War I on November 17, 1919. He has 
been in the VA hospital since 1925. Payments were stopped on his behalf 
to the guardian in 1939, due to the fact that his dependent mother, of 
Woj, Wolynakie, Poland, was in Poland at the outbreak of the war. The guard- 
ian has never heard from her since that time, and any relatives the veteran 
might have would apparently be in Poland. This veteran’s estate, according to 
the last accounting of February 18, 1955, amounted to $56,094. The guardian is 
still in receipt of war risk insurance benefits at the rate of $57.50 per month. 
The veteran was listed as single and to our knowledge, has no wife, children, 
or dependent parent. 


DISTANT RELATIVE 


In case the facts are similar to those in case No. 1, with the following excep- 
tions: Present value of the estate is in excess of $45,000. Payments of compen- 
sation were stopped January 31, 1931, by reason of veteran’s estate exceeding 
$3,000. No payments of compensation have been made since that time. The 
estate was, accumulated during various extended periods of hospitalization when 
the veteran was paid compensation and received insurance payments of $56.02 
per month since May of 1923. Insurance payments are currently being made to 
the conservator. In the event of the veteran’s death, since he has no wife, child, 
or dependent parent, his estate would under the statute, be distributed to more 
distant relatives. 

NEPHEW, OR HIS HEIRS BENEFIT 


Our chief attorney reports that we have experienced no cases of the distribu- 
tion of a veteran’s estate to distant relatives as contemplated in your inquiry 
since the activation of this regional office. The situation could occur in the 
near future in one instance. One elderly female veteran of World War I was 
hospitalized soon after service because of dementia praecox. Years, later, senile 
and completely disoriented, she was_placed in a convalescent home where she 
now resides... She receives $181 monthly compensation and $57.50 monthly war 
risk insurance from the Veterans’ Administration. Her estate, representing 
only Veterans’ Administartion payments and earnings thereon now _ totals 
$49,676.84. Her next-of-kin and heir-at-law is a sister in much the same condi- 
tion as the veteran, except financially. Neither has very long to live and upon 
the death of the survivor, the estate will be distributed to a nephew, or his heirs. 


‘RELATIVES IN EUROPE AND SOUTH AMERICA 


This veteran served from May 23, 1918, to August 27, 1918. He has 
a service-connected mental disability. He is not hospitalized. A committee has 
handled his estate since August 4, 1922. The committee receives disability com- 
pensation of $181 per month and insurance of $57.50. His estate is valued at 
$54,813.39. The committee expends $100 per month for room, board, and main- 
tenance; $35 per month for spending money and such amounts as are needed 
for medical and dental care. 

The veteran has one brother in this country, two brothers and a sister residing 
in Poland and a sister residing in Bast Prussia. There is another sister, who 
was last heard from 10 years ago when she was living in Buenos Aires, Ar- 
gentina. 
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$50,000 ESTATE TO SISTER IN ITALY 


This veteran served from July 22, 1918, to December 15, 1918. He 
had a service-connected disability and was hospitalized at Veterans’ Adminis-. 
tration expense since shortly after his discharge. A committee handled his estate 
since December 20, 1924. Since the veteran had a dependent father in Italy, 
payments of disability compensation were made to the committee until November 
1940 when they were discontinued as information as to the continued dependency 
could not be obtained from Italy, due to the unsettled conditions in that coun- 
try. At that time the veterdn’s estate was valued at $34,382.53. The father 
died in 1941 so compensation payments were never resumed. The veteran died 
January 15, 1954, leaving one sister, in Italy, surviving him. The committee 
turned over to the administrator of the veteran’s estate the sum of $50,504.18, 
which will eventually be paid to the sister. 


ESTATE 36 YEARS OLD 


The sixth and last case, with a current estate valuation slightly exceeding 
$60,000, is perhaps illustrative of accumulations which may have resulted in the 
very old estates in which nominal disbursements have been required and which 
have had the benefit of excellent estate management. This estate has been in 
existence for a period of 36 years. Full compensation benefit payments were 
made into the estate of $100 per month up to September 1, 1925; thereafter, 
said benefit payments were reduced to $20 per month and so continued until 
July 31, 1980. No gratuity-benefit payments whatsoever have been paid into the 
estate during the past 2544 years. The estate has been continuously admin- 
istered by a near relative, but not within the relationship of wife, child, or 
dependent parent. 


ESTATES ACCUMULATED BECAUSE OF DEPENDENTS 


There are three cases in this office similar in nature to the one you have de- 
seribed. In case an estate of $55,061.77 has been accumulated. The incom- 
petent has been in the Veterans’ Administration hospital for many years, but 
continues to draw compensation because he has a dependent mother. In case, 
the facts are identical and an estate of $25,417.33 has been accumulated. In 
case, the incompetent has been in the Veterans’ Administration hospital for 
many years. He has an estate of $16,860, which was accumulated before his 
dependent mother died in 1948. Since that time, payments have been discon- 
tinued because his estate exceeds the statutory limits of $1,500. 

One other case may be of interest. In that case, an estate of $16,021 has been 
accumulated. The incompetent has been in the Utah State Hospital for a long 
period of time, and the guardian has paid the cost of hospitalization, fixed by 
the State at $50 per month. The Veterans’ Administration has paid his guardian 
the full amount of his compensation, resulting in the accumulation. 


$52,000 ESTATE 


This veteran, who is still alive, has been under guardianship since 
1921, At all times, since that date, he has been a patient in the VA hospital 
at American Lake, Wash. Until the death of his dependent mother in 1942, he 
received 100 percent service-connected compensation payments, in addition to 
$56.76 per month from war-risk insurance. The compensation was discontinued 
in 1942 because of the size of his estate, as he was without dependents, but the 
insurance payments have continued. At the present time, his estate totals ap- 
proximately $52,000. He has no wife, child, or parent, and upon his death his 
estate will go to collateral heirs. 


PAYMENT TO BROTHER IN HUNGARY 


. This veteran was discharged incompetent 1918 and hospitalized by 
the VA until August 12, 1924. At that time he was returned to Hungary at his 
own expense and placed ina state institution where he remained until his death 
December 20, 1942. The veteran had been in receipt of compensation and dis- 
ability insurance payments at the time of his return to Hungary, his estate 
totaling $8,026.36. No compensation was paid in the year 1926; otherwise, com- 
pensation and insurance payments continued through Mareh 1942. Monthly 
allowance of $60 was remitted by the guardian for the veteran’s support and 
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maintenance through December 1940. A substantial estate accumulated because 
income to the estate from compensation, insurance, and earnings on invest- 
ments greatly exceeded expenditures. In 1947, a total estate of $32,026.52 was 
delivered to the administrator of the veteran’s estate. The file indicates that 
distribution was originally made to the estate of a deceased brother who had 
been a resident of Hungary, with subsequent administration and distribution to 
this man’s widow and son, also residents of Hungary. 


HOSPITALIZED SINCE 1918 


. This veteran was originally rated incompetent and hospitalized 
March 1918. Accrued compensation of $6,336.18 was paid in January 1924, 
Dependency of mother was established June 1926. Compensation was stopped 
December 1929 under General Order 382, but resumed January 13, 1936, and 
continued through October 1940 when payments were stopped pending deter- 
mination as to continued dependency of mother. Payments were not resumed. 
It was determined the mother died in Poland March 1946. There is no record 
of disability insurance payments. Veteran has been hospitalized almost con- 
tinuously since his discharge in 1918, and is now hospitalized. Total value of 
the estate as of the last accounting by the guardian is $30,805.66. 


20 YEARS A PATIENT—$66,000 ESTATE 


The committee for the estate of is receiving from the Veterans’ Ad- 
ministration disability compensation in the amount of $181 monthly and United 
States Government insurance in the amount of $57.50. The last accounting re- 
ports a balance on hand received from the Veterans’ Administration in the 
amount of $66,243.72. The veteran has been a patient in the State hospital 
for the past 30 or more years. His only relative of record is a sister. Dis- 
ability compensation payments were suspended under the provisions of Veterans 
Regulation No. 6 and were subsequently resumed under the provisions of Public 
Law 662, 79th Congress. 


BENEFITS TO STEPFATHER OF 30 DAYS 


. This veteran drew service-connected benefits from the date of his 
commitment to. a State hospital in the year 1922 until his death in 1954, at which 
time his estate was valued at more than $30,000. After payment of administra- 
tion costs a balance in excess of $30,000 was paid to the estate of his mother, who 
had survived him but whose death occurred before actual distribution of the vet- 
eran’s estate. There is information of record to the effect that the mother re- 
married less than 30 days prior to her death and that this individual has received, 
or will receive, the surviving husband’s share of her estate. 

Records show that this veteran was raised by foster parents, who predeceased 
him, and that he never left the confines of the State hospital from the date of 
commitments in 1922 to the date of death in 1954. No next of kin were ever 
loeated until about July 18, 1942, when notice was received of an application 
by one claiming assistance from the estate as the veteran’s dependent natural 
mother. As the result of this application to the county court and hearing thereon, 
the court decreed her to be the natural mother and ordered certain allowances 
paid from the estate. Support allowance payments to her were thereafter con- 
tinued until the veteran’s death. 


80-YEAR-OLD VETERAN—$56,000 ESTATE 


. A World War I veteran. He has been under guardianship since 
February 1920. He is a single man, no children, with a dependent parent, * 
who is past 80 years of age, and in a greatly weakened condition. At the time 
of the date of this memorandum, veteran has an estate of approximately $56,000, 
which was derived basically from service-connected disability compensation and 
war-risk insurance. Veteran’s estate increases at a rate of approximately $2,000 
a year. He is now and has been a patient at the VA hospital, , for a period 
of over 20 years. Veteran’s mental prognosis is poor, although his general 
health apparently is good, and he will probably live for a number of years. Vet- 


eran’s dependent parent, , receives $75 a month from veteran’s estate, 
which is ample for his needs. Veteran is survived by one sister and several 
nephews and nieces who will be the heirs-at-law of this veteran, and receive the 
corpus of the estate at his death, in the event that the father does not survive 
veteran. 


1 
t 
i 


ponds 
time 
ing 1 
in P 
1924 
Jul; 
ben 
pen 
est: 
Vet 
Av 
10 
AC 
de 
A 
el 


CERTAIN BENEFITS FOR INCOMPETENT VETERANS 209 


$47,000 IN GOVERNMENT BONDS-——-BROTHER TO BENEFIT 


. Present estate, $47,297; under guardianship since 1926 to receive Gov- 
ernment -insurance payments, which are still being paid; assets all U.S, 
bonds; brother nearest relative; dependent mother died in 1941, up to which 
time compensation payments were received. 


$31,000 ESTATE—INCOME FROM INVESTMENTS 


Under guardianship since 1920; estate $31,122; no VA payments be- 
ing made; income solely from investments; brother (if alive) nearest relative, 
in Poland; compensation payments therefore suspended. 


TWO BROTHERS—-$86,000 ESTATE 


. This World War I veteran has been under guardianship since May 
1920. He has been a patient in State hospital since January 1923. As of 
July 1955 his total estate was $37,946.26 of which $31,746.26 is traceable to 
benefits paid by the Veterans’ Administration. Current payments are being 
made of $181 a month for service-connected disabilities. He has no legal de- 
pendents. His next of kin is a brother, , also under guardianship, whose 
estate is over $48,000, 95 percent of which is traceable to funds paid by the 
Veterans’ Administration. 


NIECE AND NEPHEW IN SWITZERLAND 


World War I veteran under guardianship from November 1926 to 
August 30, 1955, date of his death. At the time of his death he was drawing 
100-percent service-connected compensation. He was hospitalized in Veterans’ 
Administration hospital, from 1925 to 1931. In 1931, at his wish, he was 
delivered to the care of a brother in Zurich, Switzerland. He died in Zurich 
leaving an estate of $36,000, all derived from Veterans’ Administration benefits. 
Apparently, one niece and two nephews living in Switzerland will inherit, as no 
closer next of kin are known to exist. 


RELATIVES UNINTERESTED 


Case No. 2: This veteran served in World War I from April 6, 1917, to January 
18, 1920. He was admitted to the Veterans’ Administration hospital at , oD 
March 7, 1921, where he has been continuously hospitalized since that time. A 
guardian qualified for the veteran’s estate on February 13, 1922. Since the 
appointment of said guardian, there has been expended directly for the benefit of 
the veteran only about $2,000. The veteran’s mother and father are both deceased 
and our records disclose that he had four brothers and two sisters, although 
there is an indication that these brothers and sisters are deceased. He is, 
however, survived by nieces and nephews who are eligible to take under the 
laws of descent and distribution of this State, which now amounts to $42,186.59, 
all of which came from the Veterans’ Administration or interest on investments 
from VA funds. The veteran's estate has been paid disability insurance of 
$57.50 monthly since January 14, 1920, or a total payment of disability insurance 
of $24,150 as of January 14, 1956. In addition to the aforesaid disability in- 
surance, the veteran received disability compensation at varying rates ranging 
from $20 monthly to $100 monthly from January 14, 1920, until September 30, 
1930, at which time the disability compensation was suspended under the pro- 
visions of Public Law No. 2, 73d Congress, his dependent father having died. 
One of the attorneys of this center recalls a conversation with the guardian in 
this case wherein it was disclosed that the veteran has only nieces and nephews 
eligible to eventually inherit the estate and none of the relatives personally 
contacted by the guardian exhibited any interest in the veteran or any desire 
to personally visit him at the hospital in , even at the expense of the estate. 


BROTHER RECEIVES $41,000 


The veteran has been continuously hospitalized in a State hospital 


with brief sojourns in sanitariums since 1925. He was awarded 100-percent 
service-connected disability. Upon his death in July 1954 his estate of $41,033.33 
comprised wholly of Veterans’ Administration benefits, passed to his brother. 
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DISTANT RELATIVE TO RECEIVE $30,000 


Estate of $30,917,68, representing Veterans’ Administration benefits 
obtained under Post Fund Statute (38 U.S.C.A. 17), will go to distant relative if 
claimed within the statutory period. 


COUSIN IN GERMANY 


One is the case of a veteran who died intestate leaving assets in the amount 
of $26,500. The veteran died without heirs, spouse, or known next of kin en- 
titled under the laws of Oregon to his personal property. The administrator of 
the estate has alleged in determination of heirship proceedings that the veteran 
has a first cousin who resides in Germany who is entitled to his estate. The 
case is now in the process of litigation as to whether reciprocal rights of in- 
heritance existed between the Western Zone of Germany, where the alleged 
cousin resides, and the United States at the time of the veteran’s death. 


WORLD WAR VETERAN ESTATE OF $67,000 


, an incompetent World War I veteran, served from April 4, 1918, 
to August 20, 1918, with the Armed Forces of the United States. Disability 
compensation for a service-connected disability has been paid in his behalf from 
August 21, 1918, to the present time with the exception of periods when he was 
hospitalized in a Veterans’ Administration hospital. Also disability insurance 
payments were made in his behalf from August 21, 1918, to February 19, 1982, 
at the monthly rate of $57.50. His guardian, , appointed October 25, 
1919, by the court of common pleas, , is receiving disability compensation 
at the monthly rate of $181 in his behalf. The guardian is paying from his 
estate allowances for his maintenance to his sister with whom he resides. His 
Veterans’ Administration funds have accumulated, have been invested by the 
guardian and at the present time his estate is in the amount of $67,385.91. The 
sister with whom he resides would be his heir under the statutes pro- 
vided she survive him. He also has a niece who is the a iol of this sister 
and also a second cousin living at the present time. 


$67,000 ESTATE 


is an incompetent World War I veteran who has been hospitalized many 
times in Veterans’ Administration hospitals since his discharge on February 7, 
1919, but presently is not hospitalized. Payments of disability compensation in 
various amounts and payments of disability insurance at the monthly rate of 
$57.50 have been made in his behalf since the date of his discharge. At the pres- 
ent time his guardian, the , is receiving the sum of $181 disability 
compensation for a 100-percent service-connected disability and the monthly dis- 
ability-insurance payment of $57.50. The guardian is paying funds from his 
estate for his maintenance at the home of his brother. The present value of the 
veteran’s estate is $67,571.22. He has two brothers at the present time who 
would be his heirs under the laws of the State of provided they survive 
him. 


is an incompetent World War I veteran in whose behalf 100-percent dis- 
ability compensation has been paid since May 4, 1919, following his discharge 
from service. This veteran has at all times since his discharge been hospitalized 
at a Government hospital but payments were continued in his behalf as he had 
a dependent mother. However, upon the death of his mother, payments were 
suspended as of April 8, 1939, inasmuch as his estate was in excess of $1,500. The 
veteran’s guardian, the , is receiving payments of disability insurance 
in the amount of $57.06 monthly. These payments have been in effect since May 
4, 1919, and are continuing as they are not subject to suspension due to the size 
of the estate. In addition to these payments, the guardian also received the 
proceeds from the veteran’s adjusted service certificate in the amount of $1,565. 
The present value of the veteran’s estate is $55,923.09. He has a sister who 
would be his heir under the laws of the State of provided she survives him. 
We have no record of any other relatives, 


NIECE ELIGIBLE FOR $49,000 
. a World War I incompetent veteran, has been rated 100-percent dis- 


abled since September 16, 1919, and disability compensation has been paid in 
his behalf in various amounts from that date until the present time. The veter- 
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an’s guardian, , is presently receiving disability compensation for the 
yeteran at the monthly rate of $181. Disability insurance payments have also 
been made on behalf of this veteran at the monthly rate of $57.50 from Septem- 
ber 16, 1919, and are continuing at present. This veteran is not hospitalized at 
present nor is there any evidence of record to indicate that he has ever been 
hospitalized. The guardian is paying from the veteran’s estate sufficient funds 
for his support and maintenance at the home of a friend. The estate is now 
valued at $49,368.40 which is made up completely of Veterans’ Administration 
benefits and the interest from investments with the exception of the sum of 
$120 which was paid in his behalf as a State bonus. The nearest relative 
of the veteran at present is a niece who would be his heir. 


AUNT AND 13 FIRST COUSINS 


. A World War I incompetent veteran who was hospitalized in Vet- 
erans’ Administration hospitals from September 18, 1922, until the time of his 
death on March 21, 1950. The court of common pleas, appointed 4 
his brother, guardian of his estate on March 3, 1924. Payments of disability 
compensation for a 100-percent service-connected disability were made to this 
guardian until July 1930, at which time they were suspended. The estate at 
the time of suspension was in the amount of $4,384.54 and the veteran was de- 
termined to be single without dependents and hospitalized at the expense of 
the Veterans’ Administration. In addition to the disability compensation, the 
veteran’s guardian was receiving the sum of $650 from the Veterans’ Adminis- 
tration representing the proceeds from his adjusted service certificate. His 
guardian brother died in 1937 and the court of common pleas, , appointed 
the Bank, , aS Successor guardian on May 24, 1937. This guardian- 
ship was still in full force and effect at the time of the veteran’s death. All 
funds not required for the veteran’s incidental needs were conserved and in- 
vested by the guardian. At the time of death the estate of the veteran was 
valued at $5,585.01. The funds in his estate were distributed by the court- 
appointed administrator to his aunt and 13 first cousins who were his heirs at 
law in accordance with the State statutes. 


2 AUNTS, 2 UNCLES, 15 FIRST COUSINS IN ITALY 


, a World War I incompetent veteran who was committed on May 1, 
1922, to the State hospital for the criminal insane. He remained at that 
institution until his death on July 14, 1952. On March 11, 1924, the court of 
common pleas, appointed Reverend guardian of his estate. This 
guardian died in 1943 and the same court appointed the Bank, as 
successor guardian on March 16, 1948. This guardianship was in full force 
and effect at the time of the veteran’s death. The guardian received disability 
eompensatior for a 100-percent service-connected disability in various monthly 
amounts and at the time of death payments were at the monthly rate of $167.50, 
which included an additional allowance for a dependent mother who resides in 
Italy. The guardian forwarded to the veteran’s dependent mother a quarterly 
allowance for her maintenance. The guardian also was paying the for 
the cost of the veteran’s care and maintenance at State hospital and 
also forwarding to the superintendent of the hospital funds for the veteran’s in- 
cidental needs. The balance of the disability compensation benefits together 
with the proceeds of the veteran’s adjusted service certificate in the amount 
of $1,385 was conserved and invested by the guardian. At the time of the 
veteran’s death, his estate was in the amount of $23,581.12. The court ap- 
pointed administrator made distribution to the heirs at law under the statutes 
of the State of The veteran’s mother predeceased him, her death having 
occurred on July 9, 1952, while he died on July 14, 1952. His heirs were 2 
aunts, 2 uncles, and 15 first cousins all residing in Italy and these ure the persons 
to whom distribution was made by the administrator. 


$61,000 ESTATE TO RUMANIAN RELATIVES 


left an estate of $61,391.53, and brothers and sisters living in 
intestacy laws. 


Veteran 
Rumania are the sole heirs under 


HPntire estate of this veteran was derived from VA benefits, and the United 
State attorney, with the assistance of the chief attorney, Veterans’ Administra- 
tion, instituted action in the Orphan’s Court of 


for escheat of the estate 
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to the United States under the provisions of 38 United States Code Annotated 
(38(3)(5)). Claim for escheat is based on the fact that the relatives living in 
Rumania cannot submit satisfactory evidence of their relationship to the de- 
ceased, or proof that they will derive full benefit from estate distributed to them, 
in view of uncertain conditions in Iron Curtain countries and since the State 
Department has held that it cannot certify as to the correctness of documentary 
evidence submitted by citizens of such countries living therein. Extensive court 
hearings were completed on January 26, 1956, and decision of the court will be 
rendered in the near future. 


BROTHER AND SISTER TO RECEIVE $88,000 
Veteran 


, under guardianship since December 11, 1920. Present guardian 
is jointly with ———, a brother. According to accounting filed July 9, 
1954, estate contains $88,897.17. Veteran has been hospitalized for many years, 
although he does leave occasionally on short trial visits, but always returns, 
Veteran’s immediate relatives are a brother, —-—, a sister, Assets in 
estate are all derived from VA benefits. 


$105,000 ESTATE 


. This World War I veteran has had a guardian appointed for his 
estate since October 5, 1921. Since that time he has been hospitalized in the 
Veterans’ Administration hospital, -. He is a single man without depend- 
ents. Parents are deceased and the guardian is his brother. He has not received 
disability compensation benefits from the Veterans’ Administration for many 
years due to his excessive estate, but he is currently receiving disability insurance 
benefits of $57.50 monthly. His estate was of the value of $105,258.64 as of July 
13, 1955, date of the guardian’s last accounting. The bulk of this estate consists 
of private property owned by the ward—19 housing units and 1 business build- 
ing, etc., and interest received therefrom. This estate, due largely to receipt of 
rents and interest, is increasing approximately $5,000 per year over and above 
expenses. 


$70,000 ESTATE TO BROTHERS AND SISTERS IN POLAND 


During recent years there have been distributed in this area a number of 
estates of incompetent World War I veterans who, either immediately upon 
Separation from service or shortly thereafter and until death, were continuously 
hospitalized in Government institutions and who were entitled to compensation 
for total disability. Due to the dependency of parents these veterans continued 
to receive compensation notwithstanding assets in excess of the statutory limit; 
and, from this compensation alone or combined Veterans’ Administration com- 
pensation and disability insurance payments, accumulated sizable estates until 
compensation terminated upon death of the parent. In two instances, the 
yeterans’ compensation was temporarily interrupted during World War II in 
view of the statutory limit and because the parents resided in hostile or enemy- 
occupied territory and their existence and/or continued dependency could not 
be verified. However, subsequently, upon proof of existence and continued 
dependency of the parents, compensation benefits were resumed until the parent 
in each case died. One of these veterans was survived by an estate valued at 
$59,000, which was distributed equally to one sister in this country and four 
brothers and four sisters in Italy. The other left assets of $70,500 and reportedly 
is survived by a brother and sister in Poland. This latter estate is deposited 
pursuant to order of court with a register of wills in this State being held in a 
special account until in due course claimed by person or persons legally entitled 
thereto.. If the purported brother and sister are unable to satisfactorily estab- 
lish relationship there are aunts, uncles, and other more distant relatives in this 
country who are probably entitled to the inheritance under the intestacy laws 
of Maryland. 

$250,000 ESTATE—17 OIL GUSHERS 


We have one pending World War I case in which an illiterate Negro has re- 
ceived compensation and insurance practically all the time since his discharge. 
Much of his time was spent in hospitals and he is now back in the hospital after 
an absence of more than 10 years. His parents are dead but he has several 
brothers and sisters. His former guardian acquired about 150 acres of land 
for a nominal price with funds paid by the VA and the land proved to be in the 
east Texas oilfield. He has about 17 gushers on his land. Much litigation has 
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been had over his estate and a great deal of money has been spent in connection 
with litigation as well as for the ward’s support while out of the hospital. De- 
spite this his estate is conservatively believed to be worth at least a quarter of a 
million dollars. It will be inherited by his collateral kindred. Despite his 
wealth the VA pays compensation when the ward is not in the hospital and con- 
tinues to pay insurance for total disability. 


IN VA HOSPITAL SINCE 1920—$46,000 ESTATE 


Totally disabled World War I veteran, under guardianship since 1920, in VA 
hospital since 1920, was awarded total disability compensation benefits and dis- 
ability insurance benefits effective June 10, 1918. Compensation benefits were 
terminated in 1931 but disability insurance payments of $57.50 monthly have 
continued. As of September 8, 1955, the veteran’s estate was $46,441. Since 
1950 an average of approximately $7.50 a month has been spent for his personal 
needs and comforts while hospitalized. Only known relatives are brothers. 


HALF BROTHERS, SISTERS, NIECES, AND NEPHEWS 


The largest single estate in this office is that of a World War I veteran who 
is single and without dependents, and is not hospitalized. His disability com- 
pensation is $181 per month and insurance payments through the Veterans’ Ad- 
ministration are $57.50 per month. As of March 1955, his estate was valued at 
$58,427.50. This veteran was formerly under guardianship in , and the 
successor guardian received $40,295.26 in March 1944. We are unable to say 
whether all of this estate was derived solely from Veterans’ Administratio: 
benefits. The prospective legal heirs are half-brothers and sisters, nieces an 
nephews. 


LITHUANIAN NATIONAL BENEFIT 


. The subject veteran died a patient at VA hospital on July 22, 
1952. Upon settlement of his guardian’s account a balance of $29,322.11 was 
turned over to the public administrator of King’s County, Since Vet- 
erans’ Administration records did not reveal the survival of next of kin and 
since no testament was located, a claim was made to the estate by the United 
States attorney for the on behalf of the United States pursuant to section 
17 et seq. of title 38, United States Code. Mr. of , entered a claim 
to this estate based on a relationship of second cousin alleging that his grand- 
father and the veteran’s grandmother were brother and sister. Because proof 
of this relationship depends upon public records of Lithuania and the testimony 
of Lithuanian nationals, - has not as yet been able to establish his claim 
to the satisfaction of the court and a final decision is awaiting the results of 
further attempts on his part to obtain necessary evidence. All the funds in 
this estate are from the Veteran’s Administration. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., April 7, 1959. 
Hon. Orin EB. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 


Dear Mr. CHAIRMAN: Further reference is made to your letter of Feb- 
ruary 20, 1959, requesting a report on H.R. 4302, 86th Congress, a bill to amend 
chapter 55 of title 38, United States Code, to establish safeguards relative to 
the accumulation and final disposition of certain benefits in the estates of in- 
competent veterans. 

The primary purpose of the bill is to reduce the payment of benefits granted 
to mentally incompetent veterans where the continuance of full payments would 
augment funds deposited to patients’ trust fund accounts, and funds held by 
guardians and other fiduciaries which, upon the death of the veteran, would 
be payable to heirs who are distant relatives. We are in agreement with the 
general purposes of the bill as indicated in our report to you on H.R. 4301, 
and inasmuch as section 1 of both H.R. 4801 and H.R. 43802 are identical in 
language, no further comments will be made relative to this section. 

Section 2 of the bill amends the provisions of section 3203(b) of title 38 re- 
lating to hospitalized incompetent veterans. Subsection 1 thereof would broaden 
the applicability of the requirement to reduce the payment of pension, compen- 
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sation or retirement pay and the $1,500 limitation on funds deposited in patient 
trust fund accounts, now applicable only to incompetent veterans hospitalized 
in VA facilities, so as to inelude all facilities of the “United States, or any 
political subdivision thereof.” Apparently it is the intention. to include all 
State, county, municipal, and other public institutions which would result in 
uniform application. It is suggested that in the interest of clarity reference 
might be made to the specific political subdivisions included. 

Section 3 of the bill would prohibit payment of gratuitous benefits when the 
estate of any incompetent veteran derived from any source reaches an amount 
to be determined by the Congress, regardless of whether the veteran is or is 
not living in a VA hospital or domiciliary. Thus, the bill would broaden the 
scope of the present limitations contained in .38 U.S.C. 3208(b) (2) which are 
applicable only to those incompetent veterans who have neither wife, child, 
nor dependent parent and who are being furnished hospital treatment, institu- 
tional or domiciliary care by the Veterans’ Administration. The general ob- 
jectives of this section appear desirable. 

Other provisions of 38 U.S.C. 3208 which it is believed should receive con- 
sideration, in this connection, are the lump-sum payment provisions which pay 
the veteran the unpaid balance of pensions awarded for non-service-connected 
disabilities, which are withheld while he is maintained in a VA facility. The 
reduction in payment occurs while a majority of the veterans’ living expenses 
are borne by the Government, and therefore the lump-Sum payments upon dis- 
charge from the facility appear to be overlapping benefits. It is suggested that 
pensions awarded for non-service-connected disabilities should be appropriately 
reduced while the veterans are hospitalized in facilities of the “United States 
or any political subdivision thereof” and the lump-sum payment provisions for 
accrued and unpaid benefits should be eliminated in such pension cases. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, April 7, 1959. 
Hon. E. TEAGUE, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives 


Dear Mr. CHArRMAN: Further reference is made to your letter of February 20, 
1959, requesting a report on H.R. 4301, 86th Congress, a bill to amend section 
8202 of title 38, United States Code, to provide for the disposition of certain 
benefits which are unpaid at the death of the intended beneficiary, and for other 
purposes. 

The primary purpose of H.R. 4301 is to recover on behalf of the United 
States, upon the death of incompetent or insane veterans having no immediate 
family relatives, the funds which have accumulated in trust accounts maintained 
administratively or by guardians and other fiduciaries because the funds were not 
required for the immediate needs of the beneficiaries prior to their deaths. In 
other words, this bill seeks to cut off all distant relatives from any participation 
in such portion of the estate of a deceased incompetent veteran, as may represent 
benefits granted to him but not used or disbursed during his lifetime. 

Section 1 of the bill relates specifically to “gratuitous” benefits (as distingu- 
ished from “nongratuitous” benefits not mentioned) which are deposited in the 
personal trust fund accounts of mentally incompetent or insane veterans main- 
tained by the Veterans’ Administration, and provides that in the event of the 
death of the veteran, all “gratuitous” benefits so deposited before or after the 
date of this enactment shall no longer be paid to the personal representative of 
the veteran as required by the existing provisions of section 3202(d), but shall 
be paid in the manner provided by section 3203(a) (2) ; that is, to the immediate 
family relatives therein enumerated, with the further provision that any balance 
remaining shall be deposited to the credit of the applicable appropriation. In- 
sofar as it relates to deposits made before the proposed enactment, this section 
probably would be subject to litigation challenging its constitutionality, In addi- 
tion to cutting off other than immediate family relatives it would cut. off 
legatees designated by veterans in wills drawn before they became incompetent, 
and would be in derogation of existing State statutes of distribution applicable 
te persons who die intestate, whether competent or incompetent. It may be 
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argued that the fact that “gratuitous” benefits granted to a veteran are de- 
posited in his trust fund account may not reasonably be regarded as affording 
any legal basis for the proposed restrictions. 

A definition of the term “gratuitous benefits” is not included in title 38 of the 
Code and this term and the term “nongratuitous benefits’ appearing later in 
section 3 are not defined in the bill. The provisions of section 3203(a)(2) are 
limited by the language of that section to “pension, compensation, or retirement 
pay.” It is believed that a definition of the terms “gratuitous” and “nongratui- 
tous” benefits would be a desirable clarification. 

Section 2 of the bill would amend 38 U.S.C. 3202(e) by striking out the 
words “the benficiary” the first time they appear and inserting in lieu thereof 
“a nonveteran beneficiary.” For clarification, it is suggested that “nonveteran” 
should be inserted before “beneficiary” each time the latter term appears in 
this subsection. Under the section as thus amended the existing rights of dis- 
tant relatives and legatees designated by will of a “nonveteran beneficiary” to 
share in any accumulated “benefits” apparently would not be affected. 

Section 3 of the bill would further amend 38 U.S.C. 8202 by inserting a new 
subsection (f) and changing the designation of the present subsections (f) and 
(g) to (g) and (h). The new subsection (f) relates to the disposition of 
benefits which have been paid to fiduciaries of mentally incompetent or insane 
veterans upon the death of such veterans. Subsection (1) of the proposed new 
subsection would provide that all funds in the hands of fiduciaries, derived 
from ‘nongratuitous” benefits and from “gratuitous” benefits paid before the 
date of this enactment, which would normally escheat to the State of the 
veteran’s last legal residence, shall escheat to the United States. 

Under subsection (2) all funds derived from “gratuitous” benefits paid after 
the date of this enactment would be paid by the fiduciary to the personal repre- 
sentative of the deceased veteran. After satisfying claims of creditors and ex- 
penses incident to administration of the estate the personal representative 
would pay the balance of such funds to the Veterans’ Administration for dis- 
tribution pursuant to section 3203(a)(2). This subsection would cut off the 
rights of distant relatives under existing State laws upon the death of a 
mentally incompetent or insane veteran to share in funds in the hands of 
fiduciaries now regarded as a part of the decedent’s estate. It apparently would 
cut off a distant relative who may have served as a “parent” to the veteran or 
who may have cared for him during his illness as an incompetent which could 
be avoided by an appropriate change. In view of the language used referring 
to “all funds” it is very doubtful that this subsection would accomplish the 
purpose apparently intended. Pursuant to the general rule and practice for the 
laanagement of estates by fiduciaries, any appreciable amount of funds ac- 
cumulated would be invested in realty, bonds, and other securities.. Hence, such 
assets probably would not be recoverable as “funds” under the proposed sub- 
section. The additional administrative burden and the increased costs incident 
to the establishment and control of accounts for the segregation and identifica- 
tion of funds by all fiduciaries which might be affected, in order to reach what 
might prove to be a relatively minor number of instances where distant relatives 
could share in a veteran’s estate, as well as the feasibility of such controls, are 
matters to be considered also in evaluating the practical value of adopting the 
proposed recapture plan. We. have no available information reflecting the net 
results which could be achieved. 

We.feel there is substantial merit in the view that veterans’ benefits should 
not be shared by distant relatives, particularly where they maintain little or no 
direct relationship with the veteran. We also feel that the principle is equally 
applicable to all such cases, without regard to the competency of the beneficiary 
when he dies; in fact, we have considerable doubt that the incompetency of a 
veteran at death affords a reasonable basis for recovering funds derived from 
benefits theretofore granted. In our opinion, a more acceptable method for 
preventing distant relatives of incompetent veterans from sharing in benefits 
accumulated at their death would be the establishment of appropriate restric- 
tions in the granting and payment of such benefits, as distinguished from the 
imposition of limitations and controls on the disposition of benefits granted 
and remaining to the credit of the beneficiaries prior to their death. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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_ Mr. Mrrcneti. We will now hear from representatives of the vet- 
erans’ organizations and the Veterans’ Administration. 
The first witness this morning is Mr. James W. Hafey of AMVETS. 


STATEMENT OF JAMES W. HAFEY, ASSISTANT NATIONAL 
LEGISLATIVE DIRECTOR, AMVETS 


Mr. Harry. Mr. Chairman and members of the committee, 
AMVETS appreciate this opportunity to appear before this com- 
mitiee in support of the basic principle contained in the two bills 
under consideration today. The general intent and purpose of H.R. 
4301 and H.R. 4302 are to preclude the payment of accumulated 
benefits to distant and remote relatives of veterans who have, in most 
instances, spent the greater part of their lives under legal disability 
and whose estates may grow or have grown to large proportions, 

Because of the complicated nature and the many legal ramifications 
of these bills, we will not attempt to discuss their more technical 
aspects. We do, however, subscribe to the basic concept. inherent 
within them which would preclude the accumulation of these benefits. 

It was never the intent of the Congress that benefits which were 
intended for veterans and their dependents should ultimately find 
their way into the possession of distant relatives who have demon- 
strated no interest or concern for the veteran. 

As a veterans’ organization, our basic concern in all of these mat- 
ters is for the welfare and protection of the veteran and his depend- 
ents. The passage of such legislation as proposed in these bills would 
in no way affect the veteran or his dependents but would reach those 
relatives who, in most cases, are remote as far as the veteran is con- 
cerned. 
- Precluding these distant relatives from receving benefits intended 
for a veteran and his dependents could not be considered inequitable 
in any respect. 

The research and studies carried on by this committee and its staff 
demonstrate clearly that this is an area wherein legislation is not only 
desirable but necessary. Evidence that has been developed indicates 
that there are numerous cases in which estates of incompetent bene- 
ficiaries are growing to considerable magnitude and upon the vet- 
eran’s death may vest in remote relatives who had no concern for 
the veteran during his lifetime. 

This illustrates the need for corrective legislation. We would like 
to commend the committee for the action it has taken in this entire 
area. ‘ 

In conclusion, Mr. Chairman, AMVETS are in complete accord 
with the basic concept underlying these bills and we will support any 
bill of a similar nature designed to accomplish these ends. 

Thank you, Mr. Chairman. 

Mr. Mrrenett. Thank you very much for your statement, Mr. 
Hafey. Are there any questions of the witness? 

Mr. Carrer. I am just wondering now if the AMVETS would 
consider as desirable an amendment to these bills that would restrict 
the building up of-an estate where children are married now and 

ne and are no longer dependent upon the veteran and there are no 
Sadeote any more. ould the building-up of that estate be 
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_I am guardian of a veteran out in Iowa. His children are all mar- 
ried and own their homes and they are doing very well. His wife is 
deceased. He is in a mental institution and is building up quite an 
estate. His needs are miniinal but he wants a piano and some clothing 
and some fishing gear and that’s it. 

In that case, should the law go so far as to the restricting of that 
estate or should his pension go on for building up his estate to the 
time when he passes on and then it would go to the children? 

Mr, Harry. You raise a very good point with respect to veterans 
whose children have grown up and are married and gone off to differ- 
ent parts of the country. We supported H.R. 72 a couple of years 
ago because of a resolution which mandated us to support that bill 
and, of course, that bill included children and also went so far as to 
include brothers and sisters, but you certainly do raise a very perti- 
nent issue. 

Mr, Carrer. What is the feeling now? I am not asking for your 
mandate. I am asking for your personal opinion on this matter. 
Would you personally go so far as to say that these bills now are like 
H.R. 72 in that respect? Should they be'stronger? The question of 
inequity arises again, in my mind, and expense as far as this veteran 
is concerned. 

Should the building up of his estate be stopped? Should this law 
which is before us be changed? It is very easy to amend these two 
bills. A very minor change could bring this about and still make 
it equitable. 

Mr. Harey. I think definitely that the building up of these large 
estates should be stopped. I would say this: If there is an estate, a 
limited estate, I think it should go in accordance with the provisions 
of H.R. 4201 and 4203, to include brothers and sisters, provisions are 
similar to H.R. 72, which we supported. 

Mr. Mrreneni. Thank you very much. 

Mr. Harey. Thank you, Mr. Chairman. 

Mr. Mrrcnetu. The next witnesses are from the American Legion, 
C. H. Olson, John Corcoran, and Charles W. Stevens. 

_ We welcome you this morning, gentlemen. 


STATEMENTS OF CLARENCE H. OLSON; JOHN J. CORCORAN, DIREC- 
TOR, REHABILITATION COMMISSION, THE AMERICAN LEGION; 
AND CHARLES W. STEVENS, ASSISTANT TO THE DIRECTOR, RE- 
HABILITATION COMMISSION, THE AMERICAN LEGION 


Mr. Orson. Mr. Chairman, I am Clarence H. Olson, normall 
known as “Cap” Olson and I have with me two of our distinguish 
staff members, Mr. John Corcoran here, the director of our rehabilita- 
tion commission and his able assistant, Mr. Charles W. Stevens. 

We are very happy to have the opportunity to come up here this 
morning and as Mr. Corcoran will point out in his prepared statement, 
we do not have an official position in connection with this legislation 
but we know something about it because of the legislation that has been 
proposed to this end in the past and the statement that Mr. Corcoran 
will give I am sure, is a considered one and I have nothing further to 
say at this time, Mr. Chairman. 

Mr. Mrrcuey. I think I can speak for the members of the subcom- 
mittee in saying that although we realize you are not prepared to 
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present any official position of the American Legion this morning, 
we will certainly appreciate receiving your views concerning these 
two bills. 

You may proceed. 

Mr. Corcoran. Mr. Chairman and members of the committee, this 
a peered to rere the views of the American Legion on the bills 
.R. 4301 and H.R. 4302, 86th Congress, is very much appreciated. 

Both propose amendments of title 38, United States Code. The 
first mentioned would alter the existing provisions for disposition of 
certain VA-administered benefits which are unpaid at the death of 
the intended beneficiary. The second has the "a ose of establishing 
safeguards relative to the accumulation and final disposition of cer- 
tain VA-administered benefits in the estates of incompetent veterans. 

These bills were introduced on February 9, 1959. We have not 
had an opportunity therefore, to obtain a declared position on the 
proposals made in them from either of our governing bodies, the na- 
tional executive committee which holds its regular meeting April 
29-30 and May 1, 1959, and our annual national convention which 
assembles August 24-27, 1959. 

The impact of the amendatory legislation proposed is such that 
we feel we must bring some of our thoughts to the committee’s atten- 
tion. It is not our intention to discuss the technical amendments the 
bills would make in existing law; rather we want the committee to 
have some of our ideas relating to the subject. 

Uppermost in our minds as in yours is the veteran’s well-being. 
We are in accord with you that any legislation enacted must assure 
to each veteran the expenditure, from funds which Congress provided 
for his welfare, of every cent he needs to live a full life with dignity. 

We feel that gratuities the Federal Government provides for veter- 
ans should be used for the puens intended and if they cannot be, 
so that large estates are created by their payment, where the veteran 
may be held mentally incompetent and is later found to be com- 
petent, he should gain possession of all that he would have been paid 
otherwise. 

If he dies, the sum he would have received should be paid to a 
limited class of immediate relatives in a prescribed order of preced- 
ence. Where none such survive, 80 much should be expended as will 
reimburse the person bearing the expenses of his last illness and burial 
the balance to revert to the U.S. Government the gratuities being paid 
from federally appropriated funds. 

Each veteran is entitled to identical treatment in the ultimate set- 
tlement of payments withheld, whether he is physically sick or men- 
tally sick. 

It is a regrettable fact that VA benefit payments in some cases create 
large estates which are, upon the death of the intended beneficiary, 
distributed to distant kinsmen in some instances. We see as an objec- 
tive of this legislation an intent to prevent inheritance of such estates 
by persons who have had no interest whatsoever in the veteran. 

e hope an equitable and just means of accomplishing this objec- 
tive will result from the committee’s work. Here, I would like to de- 
part briefly from the paragraph of the text. I think this discusses 
the major principle involved in these proposals and also the objective 
of this subcommittee. 
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Large estates are frequently accumulated when an incompetent 
veteran is hospitalized over a long period of time. The funds in those 
estates sometimes go to distant relatives. Where a competent veteran 
builds up a large estate, it is presumed that he will make a testa- 
mentary disposition bequeathing his property to the natural objects 
of his bounty. He could scarcely leave property to a distant relative 
in a foreign country of whose existence he was not even aware. In 
fact, it would be more likely that he would bequeath his property 
to some charitable organizations, absent spouse, children, and parents. 

It is reasonable, therefore, for the Federal Government to impress 
its grant with some type,of reversionary interest so that Federal funds 
otherwise payable to an Hee yg mt veteran will go only to the 
natural objects of the veteran’s bounty, to those who have a strong 
moral claim on the veteran; in short, to his surviving spouse, children, 
parent, brothers, and sisters. 

It seems to me that this is in consonance with the intent of the Con- 
gress, and I think the American Legion supports this — 

Returning to.the prepared statement, we understand that Congress 
may attach such conditions to the grant of gratuities as it sees fit and 
the recipient will hold them subject to the stated conditions and limita- 
tions. Where contracts are involved, the situation differs. 

For the purpose of this legislation, we believe the following benefits 
are considered to be gratuities : Pension, compensation, retirement pay, 
servicemen’s indemnity, automatic war risk insurance and gratuitous 
national service life insurance. War risk, U.S. Government and na- 
tional service life insurance for which premiums were paid is granted 
by contract and is, therefore, not a gratuity. 

There can be no amendment affecting rights and benefits under in- 
surance contiacts granted under VA-administered programs which 
would curtail benefits or deprive persons of their contractual rights, 
such as changing the terms of these contracts by denying full pay- 
ments due thereunder to insureds or beneficiaries or providing a dif- 
ferent order of payments upon the death of an incompetent. 

Withholding of pension, compensation, or retired pay—including 
emergency officers’ retirement pay—is required only where a veteran 
having neither wife, child, nor dependent parent is Jursiished hospital 
treatment, institutional or domiciliary care by the Veterans’ Ad- 
ministration. This is true, also, in the case of such a veteran who is 
incompetent and whose payments of the benefits above mentioned 
are discontinued when his estate reaches $1,500. ¢ 

We note the proposal to extend these provisions as now applied to 
such veterans, rated incompetent who are being cared for by the U.S. 
Government or any of its political subdivisions. Ifa veteran is cared 
for in a hospital, institution, or home for which a charge is made and 
VA gratuitous benesits due him are withheld in part or payment is 
suspended or discontinued, funds should be made available to meet 
any proper charge fixed for his care and maintenance. 

An example: Veterans are well cared for in many State veterans’ 
homes ark matching funds made available by the respective States 
and the Federal Government and from other resources of the homes, 


such as charges in reasonable amounts im upon those veterans 
who have some income. We think those charges should be met. 
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Reasonable amounts must be made available for the needs of the 
veteran and his family whether or not he is at home or is hospitalized 
or otherwise cared for. Funds must be made available to maintain 
property occupied by a veteran or his family. When a veteran is on 
trial visit or furlough from a hospital, institution, or domiciliary fa- 
cility, funds must be available to maintain him. 

Provision must be made for the allowance and payment of the claims 
of creditors of a deceased, including last illness and burial expenses. 

The American Legion actively supported enactment of Public Law 
662, 79th Congress, approved August 8, 1946. This provided for the 
withholding of a part of the pension, compensation, or retirement 
pay of a veteran, whether competent or incompetent, having neither 
wife, child, nor dependent parent, while being furnished hospital 
treatment, institutional or domiciliary care by the Veterans’ Admin- 
istration. 

Provision was made for payment, after his discharge from treat- 
ment or care, to the veteran in a lump sum of the amount withheld 
except that such payment would not be made to the veteran rated 
incompetent until after the expiration of 6 months following a finding 
of competency. 

In the event of the competent or incompetent veteran’s death before 
— was made of withheld amounts, it was provided that the 

ump sum would be paid in the following order: Surviving spouse, 
adult and minor children, father and mother, brothers and sisters. 

If none of these close relatives survived the veteran, no payment 
would be made except that necessary to reimburse a person who bore 
the expenses of last sickness or burial. 

In the incompetent veteran’s case, provision was made also that no 
payments of the benefits mentioned would be made where his estate 
from any source equals or exceeds $1,500 until the estate is reduced to 
$500. Obviously through an oversight, the act did not provide for 
payment of amounts unpaid due to this clause. 

An amendment August 1, 1949, by Public Law 194, 8ist Congress, 
allowed payment in a lump sum to the veteran after the expiration 
of 6 months following a finding of competency of the amount payable 
except for this proviso but barred payment of such amount in the 
event of his death. The stated purpose of the amendment was to ac- 
cord equitable treatment in the cases of competent and incompetent 
veterans. 

The objective was not wholly accomplished when the lump-sum 
payment was barred upon the incompetent’s death. In the interest 
of equity, we ask this committee to consider amending the present 
governing statute, section 3203 of title 38, to provide for this pay- 
ment to the close relatives to whom withheld amounts are payable 
and not to perpetuate this injustice by accepting the continuance of 
such bar as proposed in H.R. 4302. 

This bill would also add a new section to title 38 to provide that, 


where the estate of any incompetent veteran derived from any > 


source—not including property occupied by the veteran or his famil 

as a home—being administered by a court-appointed fiduciary equals 
or exceeds a stipulated dollar limit, further payments of gratuitous 
benefits under laws administered by the Veterans’ Administration 
shall not; be made until the estate is reduced to a fixed dollar amount. 
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The amount which would be payable to the veteran but for the pre- 
ceding sentence shall be paid to him in a lump sum after the expira- 
tion of 6 months following a finding of competency, but in the event 
of the veteran’s death no part thereof shall be payable to any person. 

Here it is proposed that, with or without dependents, an incompe- 
tent veteran’s estate at certain prescribed limits will cause discontinu- 
ance of VA-administered gratuitous benefit payments. 

This would be the case whether or not the veteran was hospitalized, 
He would be paid the benefit to which he would have been entitled had 
the award not been discontinued, if he regains competency. How- 
ever, his spouse, minor or adult children, father or mother, brothers 
or sisters, would receive nothing, if he died. This is inequitable. The 
same provision should be made as we recommended heretofore. 

Mr. Chairman, I wonder if I could supplement that statement with 
two or three factual situations which perhaps demonstrate or illus- 
trate some of the principles that we have attempted to enunciate. 

The first reference is to the $1.500-$500 limitation. When an in- 
competent veteran without wife, child, or dependents is hospitalized, 
payments are not made when his estate reaches $1,500. They are re- 
sumed only when his estate reaches $500. 

This type of provision has been in the law since July 3, 1930. We 
think it needs some adjustment. In fact, in 1930 there was a $3,000 
limit so that some payments could be made if the estate feil below 
$3,000. In some cases the veteran’s home may constitute all or sub- 
stantially all of his estate. 

Therefore, when he leaves the hospital on a trial visit no payments 
can be made if his estate exceeds $1,500 even though that home may 
represent the only estate. We suggest that the solution is to adjust 
the $1.500-$500 limitation upward and make some provision for the 
home factor, such as not counting in the estate valuation the personal 
abode of the veteran and his family. 

Now, a reference to the lack of. uniformity which exists under the 
present law. 

Under the present law where an incompetent veteran is hospitalized 
by the VA, payments are not made if his estate is above the $1,500 
limitation. If he regains competency, he is paid those amounts which 
were previously not paid. But if he dies prior to regaining compe- 
tency, the money is not paid to anyone. _ 

On the other hand, if a veteran without a mental disability is re- 
duced because of hospitalization by the Veterans’ Administration and 
dies before he has received the lump sum of the amounts withheld, 
the money is then paid to his surviving spouse, children, parents, 
brothers, and sisters. We feel that the case of the incompetent vet- 
eran should be treated similarly and that the money not paid should 
be paid to the incompetent veteran’s spouse, children, parents, brothers, 
end sisters. 

In one of the bills before the subcommittee, a proposal is made to 
discontinue payments to an incompetent veteran when his estate ex- 
ceeds a certain amount, whether he is in or out of the hospital and 
whether or not he has dependents. The veteran may be rated by the 
VA as incompetent and may be cared for at home under certain con- 
ditions by some close relative, for example, an adult child or a non- 
dependent parent. We feel that provision should be made for a 
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case like that. In addition, we feel that any payments not made be- 
cause of this proposal in 4302 should, upon the death of the incom- 
petent veteran, again go to this spouse, children, parents, brothers, 
and sisters. 

- Lastly, in 4302, the bill proposes that payments shall not be made 
above a stipulated amount where the incompetent veteran is hospital- 
ized in a political subdivision of the U.S. Government. However, 
provision is made to meet the charge levied for the care and main- 
tenance of the veteran. The question that arises in our minds, be- 
cause of the language used, is whether or not there would also be 
assured to the veteran some amount of money to take care of his or- 
dinary comforts. Therefore, we think it should be made clear that 
if the amount so set aside just meets the charge levied by the institu- 
tion, there should also be some additional amount available for the 
creature comforts, if you will, of the incompetent hospitalized 
veteran. 

Mr. Chairman, that is all I have. 

Mr. Mrrenett. Thank you, Mr. Corcoran. 

Mr. Sayxor. First, I want to commend you for your statement. It 
has raised a number of questions in my mind already which I had 
not. thought of. However, I am concerned with the examples that 
you gave, particularly the first one. I think there is merit to your 
suggestion that the home not be considered, but the suggestion that 
the sum be increased from $500 raises this question in my mind: Does 
not the raising of the fund or the sum alone without any other criteria 
just change the group of people to whom the law applies? 

Mr. Corcoran. Yes, sir; I believe so. 

Mr. Sartor. Then we are not solving the problem. We are just 
shifting the problem from one group of people to another group. 

Mr. Corcoran. I confess that the only reason that I propose that 
these limitations should be increased upward is to take care of the home 
problem, and particularly we have the situation in mind where the 
veteran himself is injured by this limitation. I cited the example of 
an incompetent veteran who goes to this home on a trial visit. The 
VA may make no payments to provide, as I understand it, for that 
veteran because his home may a worth $10,000 and it exceeds the 
statutory limitation. 

So my suggestion really, probably, would be better framed if I said 
I think the come limitation should have some special provision in 
there for the home. 

Mr. Sartor. I heartily agree with you; and whether the home is 
small or large, I think it should be exempt when the Veterans’ Admin- 
istration considers the payment, and I think that is an excellent limita- 
tion. 

Mr. Quieter. Do I understand your suggestion was in the nature of 
an either/or suggestion—raise the amount or exclude the above? 

Mr. Corcoran. I think, frankly, because of the size of the ordinary 
home, that it would be much more feasible to exempt the home. 

Mr. Quietry. Exclude the home in evaluating an estate ? 

Mr. Corcoran. Yes, sir. 

Mr. Saytor. Does the Veterans’ Administration in its interpreta- 
tion of a man’s assets, in determining whether or not they should make 
the ee consider a property held by husband and wife as tenants 
by the entirety ? 
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Mr. Corcoran. I am not sure about that, but I feel sure they con- 
sider half of that. If there is a Veterans’ Administration employee 
available, I would like to be educated on that. 

Mr. MircHey. I am told they will have to check that. 

Mr. Sartor. On page 2 of your statement, the issue is raised with 
regard to the exemptions which you call for which are in the nature 
of a contract, or those which you say are the result of a contractual 
obligation. Would the fact that another agency of the Government, 
namely, the Internal Revenue Department, views a pension as non- 
taxable until you have received back the money which you have paid 
as your contribution to the pension is exempt from taxation, and there- 
after it is subject to taxation—would that change your position with 
regard to whether or not this should be included. 

Mr. Coxcoran. I do not understand the last part of your question. 

Mr. Sartor. Would it change your view even though there is a pay- 
ment as a result of a contract? 

Mr. Corcoran. We are talking largely about national service life 
insurance and U.S. Government life insurance ? 

Mr. Sartor. No, I am talking about a—particularly about a pension 
where the pensioner has paid into the pension fund his proportionate 
share. For income tax purposes the Government says until he receives 
back all of the money that he has paid in, plus interest, his pension 
is not subject to taxation, but thereafter it must be included for tax 
purposes. 

e reason I ask that question is this: It grows out of a situation 
that came to my attention just yesterday. The Civil Service Com- 
mission has granted a pension to a man, a Federal employee, saying 
that he is totally disabled. He has a small service-connected disabil- 
ity. He now re for a Veterans’ Administration disability pension 
and gets told that another agency of the Federal Government operat- 
ing under the same executive branch claims he is not disabled and 
therefore, he does not qualify. So I am trying to solve in my mind 
whether we are going to iron out these differences that exist between 
agencies of government. 

Mr. Corcoran. This is the type of thing that the Congressman has 
brought up before and it is easily explainable but not well understood. 

A non-service-connected pension paid by the Veterans’ Administra- 
tion, as you know, is based upon what the average man may do or may 
not do when he has these disabilities. It seems to me the civil service 
laws would be based upon the man performing his job, if you under- 
stand that background, where the civil service says you cannot longer 
do this job but the Veterans’ Administration says there are some jobs 
you can do. 

Mr. Sayrwor. I understand the situation, but you try to explain it to 
a man who has been retired. It is next door to impossible. You may 
have all the legal background and understand clearly that the Vet- 
erans’ Administration’s interpretation is correct. 

Mr. Corcoran. Every time you bring up one of those I bring up 
this one where the Veterans’ ‘Adminieteation makes a favorable one 


on life insurance and an unfavorable one on pension, but the bases of 
eligibility are different. 

r. Savior. I wanted to know whether or not that provision would 
change your examples of contract payments or whether we should con- 
sider it in trying to write the provisions of this bill. 
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- Mr. Corcoran. We are discussing here whether or not the Govern- 
ment—or to what extent the Government—may attach some conditions 
to the grant of a benefit; and we try here to distinguish that while 
this may be authorized for gratuities as understood in this bill, it 
would not be all right to impose this condition at this point on con- 
tracts already in being. That was the point I intended to make here, 

Mr. Sartor. On page 3 of your statement in the third full para- 
graph, the sentence reads, “Funds must be made available to maintain 
property occupied by a veteran or his family.” Why? 

Mr. Corcoran. Again, we come back to the illustration of a man 
whose estate consists largely of his home. If he, as an incompetent 
veteran, goes into the hospital, he may have a parent who is not a 
dependent parent. He may have a parent. Since the parent is not 
dependent, his amount of money, first of all, will be reduced while he 
is in the hospital. Secondly, just the mere fact that he has an estate in 
excess of $1,500, payments will not be made. So we feel we are back 
to this home problem again and some provision should be made where 
the home is a part of this estate; payments should be made notwith- 
standing, because this parent is in the home taking care of the home. 

Mr. Sayvor. Will the exemption which you have suggested take care 
of this situation ? 

Mr. Stevens. I would think that would not take care of this, the 
exemption of the home itself, but then the maintenance of the home, 
- addition, would be necessary if it is not to become a dilapidated 

ut. 

Mr. Corcoran. Let me say, as you might guess, Mr. Stevens wrote 
this and now I am trying to explain it, but my understanding is that 
we had particular reference to the last part of 4302 where you attempt 
to discontinue payments completely when a man is out of the hospital 
when he is in the home. 

In 4302 you say even if he is in his own home and even if he is being 
taken care of by his children or parent, you will make no payments if 
his estate exceeds some stipulated amount. We do not think that is 
right. Wethink payments should continue to be made. 

Mr. Sartor. It may be possible to maintain one home for a very 
nominal sum and yet that same home in another section of the country 
might require a great deal more maintenance. 

Mr. Corcoran. I think the Legion would oppose the new and radi- 
pe ements for stopping payments to veterans while not hospi- 
talized. 

Mr. Sayvor. I congratulate you again on this statement. I think 
it has raised a few auestions in my mind. 

Mr, Mrrcnety. This is in line with the examination by Mr. Savlor. 
The section that you were referring to in 4302 was the last section; 
is that correct ? 

Mr. Corcoran. Yes, sir. 

Mr. Mrrcuetu. This bill specifies that it would pertain to any in- 
competent veteran whose estate was being administered by a court- 
appointed fiduciary. 

I would just like your views and those of your associates. As you 
know, of course, the guardian could apply to the probate court or 
the court having jurisdiction and obtain an order for the maintenance 
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of the property, the home and, of course, there would be, as you notice 
in this bill, no maximum or minimum value of the estate included. 
It is left blank. : 

So long as at least the minimum was there, why would that not take 
care ae the situation so far as the maintenance of the home is con- 
cerned ? 

Mr. Corcoran. The practical objection I found in this language 
was—I see; you mean we are excluding the home. 

Mr. Mircue.t. I did not include that but assuming the home was 
excluded. 

Mr. Corcoran. If the dollar amounts were reasonable, I do not 
think we would oppose that. Again, I add I am undertaking a rather 
tremendous task here speaking for the American Legion when we 
have no position, but these are my personal views and the views of 
the staff here in Washington. 

Mr. Carter. The differences in the position taken by the Veterans’ 
Administration and the standards set by them for incompetency or 
the right to disability payments under one statute that would be non- 
service-connected disability and the right to have their insurance 
premiums stopped under another statute, and under other rules pro- 
mulgated by the Veterans’ Administration, the different standards 
set up here—has there ever been any effort made by the American 
Legion to set one standard across the board ? 

Mr. Corcoran. No, sir, because actually we agree that the situation 
should continue as it is. For example, we think, on a Government 
life insurance contract that the proper basis of entitlement should 
be the man’s individual ability to perform substantially gainful oc- 
cupation. 

Vith reference to non-service-connected pension, we feel that it is 
not administratively feasible to require the VA to make an individual 
determination in every single case and, therefore, that the only work- 
able way to administer the law is to have as a basis the average man 
impairment 

Mr. Carrer. I had been a service officer for about 12 years, either 
for the Legion or the VFW or both. During this period of time I 
have had possibly a hundred cases of this kind come in and you are 
always ‘rying to straighten it out with the veteran. 2 i 

You get out the rule book and read it to him and read it to him, 
but you are never successful. As a matter of application in individ- 
ual cases, there are some inequities. That is the reason I raised this 
issue with you—had there been any effort to set up one standard that 
— meet all of the requirements of the different laws on 2 sensible 

asis ? 

Mr. Corcoran. There is a point raised by your questions which I 
did not reach, and that is even under non-service-connected disability 

ension, a determination may be based—at least there is authority 

or it—on individual unemployability and because the adjucation 
service is separate from the insurance service, because different people 
are making the decisions, even when the basis of eligibility is ident- 
cal, we may find different determinations beng made, and I am not 
sure even if we had the same standard how we would overcome that 

roblem. 
, Mr. Carter. Suppose we go a little further with this now. It 
reaches into another category, but it has been something I have been 
very curious about and very interested in working out. 
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Suppose we do go ahead and set a court for — Then, this 
standard becomes something important as far as the individual vet- 
eran is concerned, not the administration of it by the Veterans’ Ad- 
ministration—that is more complicated—but as far as the individual 
veteran is concerned, it is very important: .Then.would you consider 
setting up a standard across the board for disability ? 

Mr, Corcoran. The scope or the basis of review that you set up 
for this court, I think, would determine materially how I answer 
that question. If, for example, you adopt the usual standard by 
which there is judicial review of administrative agency action; namely, 
is there some substantial evidence to support the decision of the ad- 
ministrative agency, then you wipe out the large number of cases we 
are talking about. You deny review to those cases. 

On the other hand, if you say in effect that this special court should 
review de novo every factual question, then I think you are imposing 
an impossible task on the court. While the Legion does not have a 
specific position on this subject, this is at least the way our staff feels 
at this time, that if you had a court you probably would have to limit 
it to review on questions of law. Cientinas of fact and determina- 
tions or findings of fact would be conclusive unless not supported by 
substantial evidence and if you adopted those standards or if you 
accepted that approach, you would deny access to the court of most 
of the cases that people are unhappy about. 

Mr. Carter. I agree with this 100 percent. 

Mr. Savor. I am very much interested in this approach as to your 
distinguishing between the job to be given to the court with respect 
to law and fact. The reason I am interested is this: Congress has 
told the Veterans’ Administration there are two presumptions. The 
presumption is that when you were taken into the service you are 
presumed to be sound. 

I have criticized the Veterans’ Administration ever since I came 
to Congress about it. They have taken the position that if they can 
get a statement out of a veteran when he is in the hospital or is 

ing interviewed by the doctor or anywhere along the line—oh, yes, 
when I was a boy, I had a high fever one day; yes, they put me to 
bed and I think my mother said it was rheumatism—lo and behold 
you, on statements like that, from the veteran himself, completely 
unsubstantiated by medical testimony or medical records, the Vet- 
erans’ Administration says this condition preexisted. 

Now, when it comes up to our board of appeals, the board of appeals 
says it was found down divin so we don’t dispute it. ; 

e question that I propose to you is, how far should we go into 
the fact on the basis of this presumption of physical soundness when 
you enter the service ? 

Mr. Corcoran. I think that kind of case you could get before the 
court on either count. First of all, it is an error of law. There is a 
presumption of soundness upon entry into service, except for defects 
noted. But if sound medical principles indicate later on that a con- 
dition must have preexisted, then, that rebuts this presumption; it 
is not conclusive, but it is rebuttable. 

But in your case, I think it was an error of law and fact, and there 
is no substantial evidence to prove the preservice existence of that 
case—only the man’s unsupported, unsworn, undocumented statement. 
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Mr, Sayuor. There, I think, we are going to have to be very careful 
in determining what standards we give to the court. I realize that if 
we are not careful every case that is turned down by the present. board 
of appeals will be before the court. Some of them, I think, justifiably 
should be, but some of them I think, should not be, and they are going 
to be dissatisfied with the adverse decision of the court just as much 
as oo veteran is going to be dissatisfied with the present board of 
appeals. 

So, on questions of law, I think the court should be entitled to know. 
That is my own opinion. 

Mr. Carrer. Do I understand that you contended so far as the law 
question was concerned it would be entirely reviewable but as to fact 
it was not? Was that the thought you had? 

Mr. Corcoran. That is correct. 

Mr. Carter. The rules of evidence that should obtain in this court 
have raised in my mind that a standard different from other courts 
must be established if we review questions of fact at all, on any basis, 
because of the standards set up by the Veterans’ Administration—afii- 
davits and that sort of thing. 

There is not a court in the land where an affidavit isevidenced. The 
court of appeals of veterans in cases of this kind that we are discuss- 
ing would then have to change its rules of evidence in order to review 
any of these questions on the basis of the evidence that comes through 
from the file from the Veterans’ Administration, and to hold the vet- 
eran to the normal rules of evidence would certainly be inequitable 
because most of the evidence would be disposed of or would be impos- 
sible to dispose of or would be too expensive to dispose of. The ques- 
tion, then, is this—and in your personal opinion you have probably 
thought a lot more about this than some of the rest of us slightly— 
if there is an area where the facts are to be considered and in fact, 
in particular cases, in different types of cases, would it be wise to set 
this court up with different rules of evidence so that. we could con- 
sider affidavits and so on? 

Mr. Corcoran. If you conclude that such a court should be created 
I think you would almost have to furnish special rules of evidence. I 
know of no precedent for this. 

As T understand, the U.S. Court of Military Appeals adheres strictly 
to the rules of evidence, but if you did in a special veterans court, I 
think you would deny remedy in many of those factual cases. 

Mr. Sartor. You will deny a remedy because the Veterans’ Admin- 
istration turns down men because there is not sufficient evidence. If 
the board of appeals determines there is not sufficient evidence, a man 
goes out and gets more evidence. I have seen a case where the addi- 
tional evidence was sufficient to convince the board they were wrong. 

They write back and say all the evidence that was submitted was 
cumulative. When does the accumulation of evidence overcome the 
statement that the board has originally made? It is a real problem. 

Mr. Corcoran. That, I hope, is a rhetorical question. 

Mr. Mrreuett. I think this examination has brought out the com- 
plexity of judicial review. Your question is not without some 
complexity. 

Thank you very much. 

The next witness is Mr. Francis Stover of the Veterans of Foreign 


Wars. 
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STATEMENT OF FRANCIS W. STOVER, ASSISTANT DIRECTOR, NA- 
TIONAL LEGISLATIVE SERVICE, VETERANS OF FOREIGN WARS; 
ACCOMPANIED BY NORMAN JONES, ASSISTANT DIRECTOR OF 
NATIONAL REHABILITATION, VFW; AND EDMUND ZABLE, LEGIS- 
LATIVE REPRESENTATIVE, VFW 


Mr. Stover. My name is Francis W. Stover. I am the assistant 
director of the National Legislative Service of the Veterans of Forei 
Wars. With me is Mr. Norman Jones, assistant director of our Na- 
tional Rehabilitation Service and Mr. Edmund Zable, our legislative 
representative. 

ith your permission I will read this very short prepared statement. 

Mr. Chairman and members of the subcommittee, I appreciate this 
opportunity and privilege to appear here this morning to present the 
national viewpoint of the Veterans of Foreign Wars with respect to 
the two bills under consideration. It is noted that generally both or 
either of these bills would establish controls to prevent disbursements 
to distant collateral relatives of accumulation of gratuitous benefits 
to incompetent veterans. 

The legislative efforts of the Veterans of Foreign Wars are con- 
trolled almost entirely by the resolutions adopted at our most recent 
national convention. It is noted that at our last national convention 
which was held in New York, August 17-22, 1958, our delegates failed 
to adopt any mandates with respect to the specific proposals being 
considered today. 

One resolution identified as No. 20, was adopted which is pertinent 
to this legislation and reads as follows: 

Whereas there has been introduced in the 85th Congress a bill identified as 
H.R. 64 which, if enacted into law, will reduce pensions of veterans in State 
and Federal homes and hospitals to a maximum of $30 per month; and 

Whereas there is no provision in this bill to allocate to the dependents of 
the veteran the remaining amount of pension deducted by the Veterans’ Ad- 
ministration ; Now, therefore be it 

Resolved, by the 59th National Convention of the Veterans of Foreign Wars 
g Bah United States, That we do all in our power to oppose the adoption of 

It is obvious our delegates were concerned with the proposal in 
H.R. 64, 85th Congress, which would have reduced benefits to veterans 
residing in State homes and other institutions. Accordingly, in the 
absence of an instructing mandate and taking into consideration our 
resolution 20, it would appear the VF W would oppose the reduction 
provisions of section 2 of ILR. 4302. 

Section 3 of H.R. 4302, depending upon the amount or figure 
agreed upon to be inserted in the blank spaces in the proposed sec- 
tion 3204, may well cause a cessation of Penefit payments to many 
veterans. Consequently, the VFW, except where sections 2 and 3 of 
H.R. 4302 collide with our resolution 20, has no official position with 
respect to the balance of the proposals contained in these bills. 

It may be highly significant that a little over 2 years ago we testi- 
fied before a similar subcommittee as this one today and gave our 
tacit endorsement to a bill identified as H.R. 72, 85th Congress, You 
will readily recall this bill caused a storm of debate when it reached 
the floor and was the only piece of veterans’ legislation to be recom- 
mitted by the 85th Congress. 
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While H.R. 72 was not identical to either or both of the bills under 
consideration today, the main purpose of that bill was to preclude 
or prevent the distribution of accumulated benefits to remote rela- 
tives of deceased incompetent veterans. Following our favorable 
testimony endorsing the purposes and principles of H.R. 72, the 
VFW has held two national conventions and neither of these con- 
ventions by resolution or otherwise objected to our endorsement of 
the proposals contained in H.R. 72. 

In view of this experience and in light of this record, the Veterans 
of Foreign Wars favors in principle H.R. 4301. 

Recalling the sharp debate that arose over H.R. 72, may I point 
out very briefly that veterans’ benefits, as we understand it, are in- 
tended for the use and enjoyment of the veteran and his dependents. 
In both of these bills dependents are defined to include not only the 
usual spouse, children, and parents, but also any surviving brothers 
d th ld be enl h f Co 

0 go beyond this group wou enlarging the intent o n 
to provide veterans’ Tenslis to persons beyond the veteran and his 
immediate family. Under present law, large amounts of money are 
being distributed to unintended beneficiaries and the VFW, there- 
fore, favors this remedial legislation to plug some of the loopholes. 

Again, may I extend the deep appreciation and thanks of the 
Veterans of Foreign Wars for this opportunity to present our views 
with respect to this legislation. 

Mr. Mrrcueiy. Thank you very much, Mr. Stover. 

Mr. Saylor has a question or two. 

I should like to ask you if resolution No. 20 you refer to is the 
resolution that is set forth on page 1 of your statement. 

Mr. Srover. Yes, sir; that is correct. 

Mr. Sartor. Mr. Stover, this bill actually as proposed broadens 
the present scope of veterans’ benefits because it extends to surviving 
brothers and sisters the right of inheritance. Some of us feel that 
brothers and sisters should not be included, at least the field should 
not be broadened, but should be kept within its present confines. I 
wondered whether or not you had given any thought to that position. 

Mr. Stover. As I understand the present law, any relative can in- 
herit under the laws of the State where those relatives reside. 

Mr. Sartor. They would control who would be the beneficiary of a 
veteran’s estate. 

Mr. Stover. This is one of the areas that caused a lot of concern 
over H.R, 72. Some have felt the Federal Government was infringing 
upon the rights of States to determine how this money would be dis- 
tributed. 

I understand there are plenty of prior cases and decisions whereby 
this would not infringe upon any State statutes provided certain con- 
trols are, as provided in these bills, in existence. 

Mr. Carter. There are a number of States where, under the pres- 
ent laws of these States, a person declared incompetent for these pur- 
poses can still write a will. In those States—Iowa happens to be one— 
the wills have been probated in three instances about which I know, 
probably went to a person not a relative, an attorney who had been 
the guardian of a and got an estate of $41,000 under a will. 

They argued H.R. 72 down on State’s rights. I am wondering if 
this will not have some of the same results. 
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Mr. Mrrcnxty. I would say I am wondering the same thing, Mr. 
Carter. I think we might anticipate many lines of objections if we 
should do that. 

Mr. Sartor. That was the question your eateneay raised in my 
mind, whether or not we would be in a better position by maintaining 
our present line beneficiary than trying to broaden it. 

In other words, we might have the precedent by saying that the 
people who are included in this bill are the ones who have been in- 
cluded in all veterans legislation since it had first been enacted—the 
children, the surviving spouse and the parents. 

Mr. Jones. I believe so far as the present law is concerned, section 
3202 of title 18 United States Code does include brothers and sisters 
for distribution of certain types of money and also parents without 
showing dependency. 

I think when ILR. 72 was considered before, it would have excluded 
brothers and sisters and I believe, also parents unless they were de- 
pendent. This proposal does broaden that particular point as com- 
pared to H.R. 72 but not as compared to the present distribution cate- 
gories of relatives for certain types of sums of money. 

Mr. Sartor. I think, Mr. Jones, if you will recall, one of the real 
arguments that was given when we discussed H.R. 72 in the 85th 
Con , was that it was retroactive and affected the estates of 
people who had already accumulated sums of money. These bills, 
of course, do not have this provision or it is not their intention to 
have that provision to try to go back. 

Mr. Jonzs. This would have retroactive effect only if it were to 
escheat. to the State, and I can see no objection to that whatsoever. 

Mr. Mircuett. As I understand from your statement, the objection 
to sections 2 and 3 of 4302 relate only to the reduction that is required 
under subsection A of section 2, pension compensation, the $30 reduc- 
tion. withholding of the remainder. 

What is your position, if you have one, concerning the extension of 
the $1,500 maximum and $500 minimum. Do you have any position 
with respect to them? I mean as far as the language wedacatily exist- 
ing in 4302? 

Mr. Stover. Do you mean the proposed section where they have 
two blank spaces? 

Mr. Mrrcueti. I gathered from your statement that you would 
oppose the reduction of the provisions of section 2 of H.R. 4302. 
Is your opposition directed to subsection (a) of subsection 2, and 
not to subsection (b) ¢ 

Mr. Jonnrs. Judge Mitchell, as I understand your question, that 
extends what we might call the present reduction formula to incom- 
petent veterans being cared for in other satisfactory VA facilities. 
I think we are thinking about State veterans’ institutions, but there 
might be other institutions. 

have an understanding of the viewpoint of the people concerned 
with those homes. 

As Mr. Stover pointed out, our resolution did strongly oppose H.R. 
64 of the last Congress. I think, however, it orgie it strongly for 
some of the reasons. that have been eliminated in this bill, to some 
extent, anyway. This does not apply if they have close relatives. 
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I think H.R. 64 would have applied even if they had close relatives. 
Also, this permits the payment of money within limitations to be set 
to those homes for the care of the veteran if a charge is made under 
proper State authority. 

tendency in the State homes is to make charges. More and 
more homes are making charges. The reason for that is some State 
legislatures will not liberally support those homes, including vitall 
necessary expansion, unless the management recovers all the funds 
they can properly recover. I think there is some merit in that ap- 
proach so this bill is not as objectionable as H.R. 64 in that respect. 

I think your question referred to expansion of that reduction 
formula to the veterans being cared for by political subdivisions. 

Mr. Mrrvcnety. Under section 2 of 4302 if the $30 feature were in 
it—and an incompetent veteran were hospitalized in a State insti- 
tution—still, under the provisions of this bill, that institution would 
receive compensation for the care of the veteran. 

I would like your opinion on this. Since you have subsection (b) 
here, which is extending to this classification of incompetent veterans 
the formula of $500 to $1,500 estate value, do you think that if sub- 
section (a) which is what you object to, were stricken, that still the 
oe would not mount rapidly as long as you had the limitation in 
there 

Do you follow my question ? : 

Mr. Jones. Do you mean if you strike subsection (a) ? 

Mr. Mrrenetx. I am speaking of overall purpose. We are trying 
to eliminate a vast accumulation of funds for incompetent veterans. 
Subsection (b) very specifically limits the value of the estate and sets 
forth wherein the personal funds will be limited. 

I have just the question in my mind, if you understand the question, 
that there mi ht be a little bit of duplication between (a) and (b), 
that they are both arriving, or seeking to accomplish, the same pur- 
pose but with a little different formula. 

Mr. Jonxs. Certainly, with the value of the dollar no more than it 
is today, $500 to $1,500 does not represent very much money. If 
payments are controlled by those limitations, it seems very little 
else is necessary to restrict the payments under those circumstances. 

Of course, if you should eliminate (a) we would still favor reten- 
tion of that provision to pay for care in State hospitals. 

Mr. Saytor. Mr. Jones, you heard the representatives of the Legion 
testify and they suggested adding an exemption of the home to be 
included in a man’s estate in determining these figures as to payments. 

If that provision were included in the bill, would that change 
your position with regard to section (a) ? 

Mr. Srover. We do not have any position on this. We do not 
have any mandate. In fact, the only reason I have cited this resolu- 
tion 20 is because that is the nearest thing we have to any type of offi- 
cial view on these two bills. 

Mr. Savyuor. I realize that your organization is different in that 
respect, that you operate under the mandates of your convention 
sates have not had the opportunity to present this to them, but we 
still have to have the best thinking of the people of the Veterans of 
Foreign Wars selected to run their national organization, to arrive at 
a good bill, so while it is not an official capacity, I asked that, realiz- 
ing thet your answers are your own personal opinion, whether or not 
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you might think favorably upon a provision that would provide for 
exempting the home of the veteran in determining his estate limita- 
tions. 

Mr. Stover. On $1,500 now, where his payments are reduced or 
decreased to $500 ? 

Mr. Jones. That would be in line with section 3 which applies to all 
incompetent veterans. If the home is not exempted, $1,500 does not 
reach much of an estate. The value of exempting the home is lessened 
by the fact that this provision does not apply to veterans who have 

ose dependents anyway so it would not have the tremendous value 
that we might first think but it is in keeping with the American way 
of life, I think, to exempt a home. 

Mr. Sartor. Many of the States, of course, exempt for inheritance 
tax purposes the home estate. 

r seat My guess would be that we would favor such a prop- 
osition. 

Mr. Mixcuett. I thank you again, gentlemen. 

I should like to insert in the record at this point a letter from the 
Disabled American Veterans addressed to the Honorable Olin E. 
Teague, chairman, Committee on Veterans’ Affairs, dated April 7, 
1959, signed by Mr. Elmer M. Freudenberger, acting national di- 
rector of legislation. 

(The letter referred to follows :) 
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DisABLED AMERICAN VETERANS, 
Washington, D.C., April 17, 1959. 
Hon. E. TEeacue, 


Chairman, Committee on Veterans’ Affairs, House of Representatives, Wash- 
ington, D.C. 

Deak Mr. TEAGUE: The following comments are submitted for the record 
relative to H.R. 4801 and H.R. 4302, which bills relate to the accumulation and 
final disposition of certain benefits in the estates of incompetent veterans. 

The Disabled American Veterans is cognizant of the concern long felt by your 
committee over a procedure tha permits some remote relative of an incompetent 
veteran to inherit the latter’s large estate derived from VA payments when 
the relative has shown little or no interest in the welfare of the veteran during 
his lifetime or, perhaps, has never even seen the veteran. We realize the nature 
of the problem involved but do not believe that either H. R. 4301 or H.R. 4302 
has the correct answer. 

H.R. 4301 contains a provision that would “recapture” funds to fiduciaries 
after they have been paid and you will recall that there was considerable crit- 
icism of this feature at hearngs held before your committee on similar bills 
during the 85th Congress. VA and certain other witnesses expressed opposition 
to a “recapture” provision and we believe that those arguments are still valid. 
Many fiduciaries, no doubt, would protest returning the money to the VA and 
some would probably take the matter to court. In some instances a commingling 
of funds would further complicate the issue and the necessity for maintaining 
separate, special accounts during the lifetime of the wards would probably be 
resented by many fiduciaries, whether individuals or financial institutions, and 
could result in a considerable number of resigna ions with consequent increased 
difficulty in obtaining satisfactory replacements. These and other reasons impel 
this organization to oppose H.R. 4301. 

H.R. 4802 does not include a “recapture” provision but it does go far in 
another direction and contrary to DAV policy as confirmed by our national con- 
vention and national executive committee. This bill, among other things, would 
extend the restrictive monetary provisions of existing law applicable where an 
incompeent veteran without wife, child, or dependent parent is maintained by 
the VA in an institution, to those other cases where the veteran is in a non-VA 
Federal institution, a State, or similar institution. H.R. 4302 also affects 
eases of certain other veterans who are not hospitalized or are in private insti- 
tutions and would curtail the size of estates even if the veteran concerned has 
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a wife, child or dependent parent. One feature of the proposed legislation that 
we agree with is the inclusion of brothers and sisters along with wives, children 
and parents in the permitted class in the distribution of the estates of incomp- 
etent veterans who die under the circumstances outlined in the bill. This, how- 
ever, does not warrant approval of the bill in its present form and we hope 
that your committee will be guided accordingly in your deliberation. 


Sincerely yours, 
Etmer M. FREUDEN 
Acting National Director of Legislation, Disabled American Veterans. 
Mr. Mircneus. The next witness is Mr. R. P. Bland from the Vet- 
erans’ Administration. 


STATEMENT OF R. P. BLAND, DIRECTOR, OFFICE OF LEGISLATIVE 
SERVICES, VETERANS’ ADMINISTRATION (ACCOMPANIED BY 
H. F. MOORE, DEPARTMENT OF VETERANS’ BENEFITS, VET- 
ERANS’ ADMINISTRATION, AND J. E. FALLON, GUARDIANSHIP 
SERVICE, VETERANS’ ADMINISTRATION) 


Rend Mrrcuery. For the record, will you identify your associates, 
ease. 

: Mr. Bnann. My name is R. P. Bland: Iam a Director in the Office 
of Legislative Services of the Veterans’ Administration. 

I have with me on my right Mr. HF. Moore, who is from our De- 

artment of Veterans’ Benefits; and on my left Mr. J. E. Fallon, who 
is from the Guardianship Service in the same Department. 

Mr. Chairman, I wonder if it would be helpful if I would go 
through a little analysis that I have prepared here of the two bills, 
They are rather complex and maybe it would be a good idea to get 
an overall perspective of the content of these bills. I believe you 
have copies before you of this analysis if you care to follow. It may 
be that I will interpolate some comments as I go along that might be 

stive of the VA position as contained in its report. 
r. Mrreuety. I think that would be most helpful. - 

Mr. Buanp. Section 1 of each bill would change the disposition of 
funds representing VA gratuitous payments in personal funds of 
patients accounts at the time of the hospitalized incompetent vet- 
eran’s death. At present, these amounts are regarded as having actu- 
ally been paid and when the veteran dies they go to his estate for dis- 
tribution to the heirs under State law. 2 

Mr. Saylor, incidentally, you spoke a while ago about these bills 
broadening the range of beneficiaries; but, to the contrary, at the 
present time the money in personal funds of patients goes to the estate 
generally, and therefore might go to collateral heirs. 

Mr. Sayror. That is correct because it goes under State laws. But 
the provisions of the veterans benefits usually are confined, are they 
not, to spouse, children, and dependent parents? 

Mr. Bianp. On that basis you are correct, with the exception of 
the lump sum payment where the man is in the hospital. 

Each bill provides that when an incompetent veteran dies in the 
future any such funds in personal, funds of patients accounts shall be 
paid to persons within a limited class. These are the spouse, if any, 
or the child if there is no spouse, or the parent if there is neither spouse 
nor child, or brothers and sisters if there are no other persons in the 
permitted class. If none of these exist, the amounts would be 
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credited back to the applicable appropriation from which they were 
paid, except any funds necessary to reimburse the person who bore 
the expense of last illness and burial. This new mode of distribution 
would prevent payments upon the incompetent veteran’s death to 
remote heirs ahd would apply to gratuitous benefits paid by VA into 
the accounts both before and after the enactment of the amendment. 

I might interpolate there. The Veterans’ Administration has gons 
along with this provision. We think that it would be a wise provision. 
There is a question of whether or not the law would be upheld as to 
prior accumulations if this amendment were enacted. 

Previously, you will recall in connection with H.R. 72, we raised 
what we thought was a good constitutional question on the recapture 
provision where moneys had been paid over to guardians or other 
private fiduciaries, but we said we would be willing to acquiese with 
respect to patients funds because we stil] have them in our hands even 
though the account is characterized by statute as a trust account. 

If this is enacted it might be challenged in the future at the behest 
of a collateral heir where an attempt 1s made to tie up funds previ- 
ously accumulated and paid into this account. 

Mr. Mircuett. There was a great deal of discussion about this as 
to whether title has passed and so on. 

Mr. Buanp. In addition to the limitations on distribution at death of 
personal funds of patients, section 3 of H.R. 4301 would limit disposi- 
tion of funds derived from gratuitous VA. benefits in the hands of 
guardians or other private fiduciaries at the time the incompetent vet- 
eran dies. The bill requires that such funds be first paid by the guard- 
ian to the personal representative and then be returned by the latter 
to the Administrator except such portion as may be necessary to satisfy 
creditors and expenses if other assets are not sufficient for that purpose. 
The Administrator would then pay these funds to the same line of 
beneficiaries designated for disposition of personal funds of patients, 
which would, of course, include brothers and sisters, but would not 
extend to remote heirs. 

Unlike the provisions on personal funds of patients, this recapture 
method of control would not apply to funds derived from gratuitous 
benefits paid to the fidicuary prior to the amendment. It differs from 
some prior bills which were retroactive in this respect. This recapture 
formula differs materially from the present law. 

As things now stand, funds in the accounts of guardians do not 


revert to the Government for distribution, but are distributed to heirs 


in accordance with State laws, unless there is an escheat. 

H.R. 4302 does not contain the provision for recapture of funds in 
the hands of guardians which is found in Section 3 of H.R. 4801. In- 
stead, it contains, in addition to the control on personal funds of pa- 
tients, advance controls to prevent large accumulations of benefits. At 
present the law requires that after the first 6 months of hospital or 
institutional care by VA, one-half the pension, compensation, or retire- 
ment pay of any veteran without wife, child, or dependent paren 
competent or incompetent, will be withheld during the remainder o 
his care. Upon medical discharge from the institution these withheld 
amounts are paid to the veteran, though in the case of an incompetent 
veteran payment is delayed for 6 months after finding of competency 
to assure that competency is firmly established. . 
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When the competent veteran dies in the institution or before settle- 
ment, these withheld amounts are paid in a lump sum to the line of 
beneficiaries mentioned above, which does not extend beyond brothers 
and sisters. In the case of the incompetent veteran ahd dies, these 
withheld amounts are not, under present VA regulation, payable to 
anyone. 

n addition, the present law specifies that where an institutionalized 
incompetent veteran’s estate reaches $1,500—if he has neither wife, 
child, nor dependent parent—no further payments of VA benefits will 
be made until it is reduced to $500. Thus, if the incompetent veteran 
dies, only the amounts within the $1,500 limit are payable to his estate. 
If he recovers and is discharged from the institution, the amounts dis- 
continued because of the $1,500 limitation are payable to the veteran 
after the end of 6 months following finding of competency. 

H.R. 4302 would extend both of these controls to cases where the 
incompetent veteran is being cared for in a State hospital or other 
similar public institution, including Federal institutions. The bill 
does provide, however, that the withholding or discontinuance of pay- 
ments because of these two limitations will not prevent payment on 
account of the veteran of so much of his pension, compensation, or 
retirement pay as equals the amount charged for his care and main- 
tenance in the institution if the charge is a proper one under applicable 
statute or valid administrative regulation. This is included because 
in many cases State institutions make a maintenance charge and are 
permitted to take a part of the benefit to cover such charge. 

At present, neither the one-half withholding nor the $1,500 control 
is applicable to cases in which the veteran is not being furnished care 
by the Veterans’ Administration. 

In addition, H.R. 4302 would add a provision that where the estate 
of any incompetent veteran (other than the home) which is admin- 
istered by a court-appointed fiduciary equals an unspecified amount, 
further payments of gratuitous benefits by VA shall not be made until 
it is reduced to an undesignated amount. The amounts so withheld 
would be payable to the veteran if he regains competency; but if he 
dies, no part thereof would be payable to any person. 

This control would apply whether the veteran is in an institution 
or not. It is apparently aimed primarily at cases in which he is either 
in a private institution or being cared for at home. 

The effect would be to limit any amounts payable generally to heirs 
by whatever benefits have accumulated in the guardianship account 
within the specified monetary ceiling. If this ceiling is set at a mod- 
erate level, the estate would not build up to extremely large propor- 
tions for payment finally to collateral heirs. By contrast, the present 
law fixes no such limitation with respect to payments to guardians 
unless, of course, the veteran without dependents is in a VA institution. 

Mr. Mrrenett. Mr. Bland, with the control of those three categories, 
would not you have included every incompetent veteran who has 
been so adjudicated ? 

Mr. Buanp. Yes, except this, Mr. Chairman, and this is a good place 
to point out a suggestion we have made. I believe last year we threw 
out this principle of the overall advance control on the man’s estate 
for general consideration. We did not confine it. We have recom- 
mended in the current report that it be limited to the man without 
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wife, child or dependent parents, just asthe $1,500 is limited to a 
man without such who is in a VA institution today. I am talking 
about the general control. 

Perhaps I may as well state our reason for it now, and it is this: 
I realize there are exceptions such as you mentioned a while ago, but 
we feel in the more typical situation where you have a close family 
tieup, that you want to be sure to do nothing to disturb the conserva- 
tion of funds for the education of children, and as a cushion for the 
future needs of the family. So giving due consideration to that, you 
would have to set this ceiling, if you included that kind of case, so high 
that it would be nugatory. It would have very little effect. 

You might have to set it at $20,000 so that the case you might reach 
by control of that kind on a family situation would be an extremely 
rare one. 

We have suggested in our report that it be limited to the nonde- 

ndency situation. I do think in your deliberations later, and I am 
ee quite frank here, that you would want to consider whether or 
not that adequately covers the problem in the case where a man has 
only one ieet of dependent, namely a dependent and aging parent, so 
that if you did not have the control there might be built up a consider- 
able estate out of gratuities. The parent then might predecease the 
man and upon his death a very remote heir might come in. That isa 
problem area and we acknowledge it to be. 

Mr. Mrronent. This third category will not be a hospitalized in- 
competent veteran or, if so, not in a State or public or private in- 
stitution. 

Mr. Buanp. As stated it would cover any kind of case, but more 
especially it would be the kind of case you mention, except that he 
might be in a private institution. 

The VA had suggested, by presenting a draft last year—that it be 
limited to court-appointed fiduciary situations. 

I believe if it is limited to cases where the veteran has neither wife, 
child, nor dependent parent, it properly should be limited to court- 
appointed fiduciary cases. 

bviously the reason for limiting it to that type of case is that you 
have a very easy means of checking on the value of the estate, whereas, 
if there is no guardian in the picture, it is a little more difficult to know 
at any one time just what the size of that estate is. 

That is a matter of convenience to facilitate administration. 

On the other hand, if you should decide to accept the bill as it is so 
that it would cover any incompetent veteran case, whether he had de- 
pendents or didn’t, we have acknowledged in our report that probably 
with that broad coverage you should pull out of the bill the restric- 
tion to court-appointed guardians and make it apply across the board. 

Mr. Mrrcnety. As to court-appointed guardians, and I think I 
asked a similar question of the preceding witnesses—I am referring 
to the suggestion that this refer only to incompetent veterans without 
dependents—why, if you are going to have the supervision of a court 
over the guardianship account—do you feel that the limit should be 
necessarily as high as, say, $10,000, or $20,000, when, as these funds 
were accumulating in the hands of the Veterans’ Administration, this 
court-appointed guardian, when there was a need for the dependents, 
such as education of a child of an incompetent, he could apply to the 
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court, obtain an order, present it to the Veterans’ Administration for 
payment of some of this amount which was being withheld. Could 
that not be worked ¢ 

Mr. Buanp. I think you have suggested a very interesting problem 
there, Mr. Chairman, and we thought about it in terms of a much 
lower ceiling than $10,000, but you want to be abundantly certain 
that the interests of this incompetent veteran are completely protected. 
Frequently he is in an expensive private institution, so first you want 
to consider his interests and welfare. That is one reason. 

Mr. MrrcHe.y. We want to be as uniform as humanly possible be- 
tween the incompetent veteran who is outside of a Federal or State 
institution and those who are in. 

Mr. Buanp. Except, Mr. Chairman, you are perfectly certain there 
that the man who is in a public institution is being taken care of. 
The Government is seeing to that. The man who is on the outside 
is in an indefinite situation. We don’t know just how he is getting 
along. We are inclined to look at this rather generously Focuses 
of those problems, 

Then, too, Mr. Chairman, I do not believe that today there is any 
sort of condition on eligibility for pension, for example, in terms of 
the capital worth of the individual. You may have a man who is 
eligible for pension, a competent veteran, let us say, and he may have 
a substantial estate. 

I do not mean he is a rich man, but he has a fixed estate, let us say, 
real estate or something like that, but a limited income, and he is 
qualified for a non-service-connected pension. 

Do you want to do anything very stringent here in setting this 
level for the incompetent veteran who, as far as basic eligibility for 
his pension is concerned, may have a sizable estate whieh may not 
render him ineligible for pension. But for this purpose are you 
going to say, “No, we won’t pay you after you get your estate up to 
a certain point”? That would occur where we are not taking care 
of him, typically he is not in a public hospital in the case supposed. 

As long as you don’t have a capital worth test for basic eligibility 
for pension, then do you want to do something that stands out in 
severe contrast as against the incompetent veterans for the purpose of 
this kind of control? I believe you would want to be rather liberal 
in setting the amount of the control, but at the same time you want 
to be sure that it is not so high as that an excessive or exorbitant 
amount is left to the heirs at the time of death. 

Mr. Saytor. Would your opinion be changed at all by the sugges- 
tion that was made by the representative of the American Legion that 
the estate limitation not include the value of the homestead ? 

Mr. Bianp. This bill as written does exclude the home on that par- 
ticular control. I will not say a confusion, but I believe there was a 
mixing of two t; of controls. There is the $1,500 control which 
applies today when the man without dependents is in a VA institu- 
tion and which by this bill would be expanded to embrace State 
institutions. That is the man without dependents. 

The question was asked a while ago about excluding the home? 
TI suppose the practical reason it has never been excluded in comput- 
ing the $1,500 is because generally that man having no immediate 
family would not have a home, so there is not much of a purpose to 
be served by excluding it there. 
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You could argue that he might have a nondependent parent and 
when he become incompetent he left his home and went. into a VA 
hospital, and you might want to consider exempting it. I do not 
think it is a very real problem. 

As far as this more general control we are talking about, partic- 
Ns the non-public-hospitalized veteran, the bil] does exclude the 

ome. 

_I have gotten a little bit away from my outline here and the posi- 
tion of the VA and I think I have covered pretty much the essentials 
of thisthing. You have the outline before you. 

I can go ahead now if you wish and get into a few details that 
partly have been covered in the testimony here. 

Mr. Mrrcuett. We would like to be able to adjourn as close to 
12 m. as we can. 

Mr, Buanp. I will be glad to stop at any time. 

This statement is the analysis of the bills and it is not the complete 
statement of the VA. 

As I stated, the VA has urged that the method of advance controls 
be used rather than the recapture principle, except as to personal 
funds of patients. We have pointed out what we think are some 
of the obvious problems in attempting to apply this recapture prin- 
ciple. You have long-time cases, frequently involved here. You are 
giving with one hand and maybe 20 years later you are attemptin 
to pull back with the other. You have all sorts of problems wi 
bookkeeping. 

Further, you have, Mr. Chairman, at the very heart of this prob- 
lem, something that you have to determine, and that is what, as a 
matter of policy, is your proper class of permissive beneficiaries? 

In the recapture provision on the personal funds of patients and the 
general recapture provision under 4301, brothers and sisters are in- 
cluded, nondependent parents, and children who have reached their 
majority are included. 

That was a very controversial question in connection with the de- 
velopment and argument over H.R. 72, as you well know. 

You will recall that that bill was reported to the floor with a 
limitation to spouse, child, and dependent parent. On the floor, the 
chairman introduced and there was adopted an amendment which 
would include nondependent parents. There was a good deal of dis- 
cussion about brothers and sisters. Later he introduced, and there 
was adopted an amendment that would have included brothers and 
sisters under certain conditions. The bill that was introduced last 

ear asa result of that background and further hearings on the sub- 
ject included brothers and sisters and nondependent parents. 

You have a very delicate question of policy there, it seems to me. 

We have not made any recommendation on that. I think the posi- 
tion of the VA is that we are not objecting to including that broad 
range of beneficiaries. There is precedent for it in the disposition of 
the lump sum which is payable in ‘he case of a competent veteran 
who dies in one of our VA hospitals. That lump sum consists of the 
one-half of the pension or compensation which is withheld after the 
first of the 7-month of his hospital care. The nondependent parents, 
grown children, brothers and sisters, are included for that purpose. 

On the other hand, the $1,500 control in the case of an incompetent 
VA-hospitalized veteran applies where he has neither wife, child, nor 
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dependent parent, so it. is applicable where he has brothers and 
sisters, where he has a nondependent parent, and so on. 

The policies in varying provisions of law of Congress have not 
been entirely consistent. I am sure that you appreciate better than 
I do the nature of this problem. I point it up because it is funda- 
mental here in determining what kind of a method, how stringent a 
method is to be applied to accomplish the very good purposes of these 
bills. If you have a broad range of beneficiaries then you don’t have 
a very large area with which to deal. The VA has estimated that in 
75 percent of these cases you will at least have a brother or sister. 
We do not know the facts on that, but our experience suggests that 
1s a conservative estimate. 

Take the recapture thing; if you have only a 20 or 25 percent area 
to deal with, you may well ask the question, is it worth the stress and 
strain of having these moneys revert back to the Administrator in 
every case only to be redistributed in most cases to the line of bene- 
ficiaries permitted by the bill ? 

I bring that out because I think it is pretty much at the heart of 
pow problem, but nevertheless, the $1,500 advance control that we 

ve suggested here is an extension. of what you already have in the 
law and it would not include brothers and sisters. The $1,500 limita- 
tion applies under the bill H.R. 4302 where the man is in a public 
institution and has neither wife, child, nor dependent parent. 

The overall control under the proposed section 3204 of H.R. 4302 
would apply in all cases as written. We think it should be limited 
to the nondependent cases, 

A while ago, Mr. Chairman, something came up with res to 
subdivision a) in section 2 of H.R. 4302. That is the subdivision 
which extends the one-half withholding requirement to cases where 
the incompetent veteran is in a State or other public institution. 

We have suggested in our report that this go out of the bill. We 
think it wonld serve very little puropse, that the redtape, the diffi- 
culties encountered in applying it are not commensurate with the re- 
sults because, if you have a problem at all, it is taken care of by the 
$1,500 control. 

Mr. Mrrcuet. You think the advance control would control the 
growth of the guardianship account equally as well as the other? 

Mr. Buanp. Yes, sir. We note also that the State case is different 
from the VA institutionalized type of case. There is never a charge 
in the latter. But bear in mind that most of the States assess a main- 
tenance charge against these veterans when they are in a public in- 
stitution, and, of course, this bill, even where the $1,500 limitation 
applies, permits you to use the discontinued amounts to pay the 
institution. 

Incidentally, just there, one of the-other witnesses raised the ques- 

tion of putting something in the bill to assure that some of that money 
would go to the veteran as an institutional award to take care of his 
creature comforts, and so forth. We have suggested such an amend- 
ment in our report and we think that should be done. 
. There are some other minutia involved in our report, and items 
that we can develop further in staff discussion if and when the com- 
mittee decides to formulate a different kind of bill, but I believe that 
you would not want me to get into those details at this time. 
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| .Mr. Mrrcnett. I am sure there must be some questions on the minds 
of some of the members. 

. There is one. concerning 4302 and the last section, 3204, that I gather 
generally from your testimony that administratively this section dis- 
turbs you more than any other part of the bill. 

Mr. Buanp. The 3204? 

Mr. Yes, 

Mr. Buanp. We suggested this idea so we cannot be too distressed 
about it. Weare in favor of the idea) We are simply suggesting 
that it be restricted to nondependent cases. You may have a problem 
where your aging dependent parents are involved and we would be 
glad to discuss that further or work out something on that if the com- 
mittee feels there isa real problem there. I think the problem would 
be a relatively rare one even there. 

Mr. Mrrcnett. As I understand it, your position is that it should be 
restricted, as you stated, and you also are desirous of having it re- 
stricted to those cases where there is an officially appointed guardian. 

. Mr. Buanp. [If itis limited to the case where the man has no wife, 
child, or dependent parent, then I think it is satisfactory to limit it as 
the bill now does to situations where there is a court-appointed guar- 
dian, but if it is broadened as the bill‘now does to include nondepen- 
dent. cases, we have suggested in our report that perhaps, in order to 
prevent discriminations, you had better pull out that language which 
confines its operation to guardianship cases. 

Mr. Mrrement. Do you have any suggestion as to the amounts for 
the spaces that have been left blank in this bill? 

Mr. Buanp. I hesitate to get into that. We avoided getting into 
that in our report because-we said at the threshhold that it seems'you 
should decide whether you are going to limit it to nondependent cases 

So.we' avoided that. I would say if you do as we suggest, limit it 
to the nondependency cases, you might want to use a ceiling as high 
as $10,000, Mr. Chairman, and I have sought to develop some of the 
reasons for that) in’ my discussion.’ Say $20,000 would ‘be your top 
and $5,000 your floor—some thing on that order. 
_ Mr. Carre: Suppose:you do not limit this to nondependency, then 
would you have a suggestion asito the amounts 
Mr. Buanp. If you left it in one category covering a)) sorts of fam- 

T suggested a while ago you are going to have to’ set 
the ceiling so high, we believe, it would be nugatory. e would have 
to say $20,000 there. 

' If, for example, however, you made it apply to all eases where there 
is no wife or child, 'so that it would in fact apply to cases where there 
is a parent, whether dependent or nondependent, then you still might 
hold it to $10,000: -That might well be adequate. If you included 
cases'in which there is ‘a’ wife or child I think we would have to sa 
something hike $10,000 as a floor and $20,000 ‘as a ceiling. 
Those figures are based upon the exclusion of the 

Mr. Mrrcret. I personally appreciate your testimony, Mr. Bland. 
I think you have been most helpful in this presentation, and we a 
preciate the appearance of you and your associates. We would 
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very glad to hear from them if they have anything to state at this 
time. 

Mr. Moore. No, thank you. I believe Mr. Bland has covered every- 
thing 

Mr. Buanp. We are very much interested in this. We want it to 
be administrable, but we want it to accomplish the purposes this com- 
mittee has had in mind for several years. We agree with its pur- 
poses, but we hope it can be done on a feasible basis. 

Mr. Mrrcnett. Thank you again. 

The committee is now adjourned. 

(Whereupon, at 11: 50 a.m., the committee adjourned, to reconvene 
subject to the call of the Chair.) 
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